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and Cities Service Gas Company 
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for sale and purchase of casinghead 

gas from Edmond Gasoline Plant ..7404, 7407 904 

Plan of unitization of West Edmond 
Hunt on Lime Unit, covering lands 
in Oklahoma, Canadian, King Fish¬ 
er, and Logan Counties, Oklahoma 7427-7468 905-974 

Exhibit B attached to plan—table 
of percentage participation in the 
unit.7470-7485 975-993 

Exhibit C attached to plan — ac¬ 
counting procedure .7486-7491 994-1001 

Exhibit D attached to plan—pro¬ 
cessing and compression of gas def¬ 
initions .7492-7498 1002-1012 

Residue gas agreement .7526-7534 1012-1024 

Letter of October 1, 1947 from So- 
hio Petroleum Company to Phillips 
Petroleum Company (as Operator 
of the Edmond Gasoline Plant and 
as Operator of The Hunton Gaso¬ 
line Plant) .7545-7547 1025-1030 

Agreement for amendment of Ex¬ 
hibit D Plan of Unitization, West 
Edmond Hunton Lime Unit, dated 
March 15, 1949 .7621-7635 1030-1047 

Gas purchase contract dated Sep¬ 
tember 12, 1949 between Cities 








XXVI 


Record Appendix 


Page Page 

Service Gas Company and Phillips 

Petroleum Company .7691-7694 1048-1051 

Exhibit 53—“Notegram” dated July 7, 

1948 from R. B. Stewart to Allen B. 

Hiatt. Rejected, not received in 

evidence.7798-7799 1051-1052 

Exhibit 54—Tabulations Phillips Pe¬ 
troleum Company—Outside Sales 
of Natural Gas—Year 1950 .7802-7817 1053-1068 

Exhibit 55—Tabulations Phillips Pe¬ 
troleum Company—Outside Sales 
of Natural Gas—Year 1949 .7821-7832 1069-1081 

Exhibit 58—Tabulation entitled “Phil¬ 
lips Petroleum Company—Panhan¬ 
dle & Hugoton Field Gasoline 
Plants” . 7836 1082-1083 

Exhibit 59—Tabulation entitled “Phil¬ 
lips Petroleum Company—Western 
District—Gasoline Plants” . 7837 1084-1085 
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Exhibit 60—Current report pursuant to 
Section 13 or 15(d) of the Securi¬ 
ties Exchange Act of 1934 for the 
month of December 1949, filed with 
the Securities and Exchange Com¬ 
mission by Phillips Petroleum 
Company . 7838-7868 1087-1156 

Exhibit 61—Columns 1 and 3 of a tab¬ 
ulation entitled “Michigan-Wiscon- 
sin Pipe Line Company—Actual 
Sales Year Ending 3-31-52”, col¬ 
umn 1 being the names of distribu¬ 
tion companies to which Michigan- 
Wisconsin Pipe Line Company 
made sales, and column 3 being the 
purchases in Mcf made by such dis¬ 
tribution companies during the 
year 1950. Columns 2, 4, 5, 6, 7 and 
8 of this exhibit were rejected and 
not received in evidence. 7869 1156-1157 

Exhibit 62 —Contract “Form No. 5265 
CH-T" being a casinghead gas con¬ 
tract entered into on July 28, 1950' 
between Stanolind Oil and Gas 
Company and The Atlantic Refin¬ 
ing Company, Seller, and Phillips 
Petroleum Company, Buyer. 7870-7873 1158-1177 

Exhibit 63—Phillips Petroleum Com¬ 
pany gas statement for the month 
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of March 1951 applicable to the gas 
sold and purchased under Exhibit 
No. 62 during that month.7874-7876 1178-1182 

Exhibit 64—Phillips Petroleum Com¬ 
pany gas statement relating to gas 
purchased by Phillips Petroleum 
Company from Tascosa Gas Com¬ 
pany in the month of February 
1951 . 7877 1183 

Exhibit 68—Copy of an unsigned letter 
bearing the initials of K E B: L L 
to Mr. Paul Endacott, dated July 
22, 1949. Rejected, not received in 
evidence .7881-7883 1183-1187 

Exhibit 69—Copy of an unsigned letter 
bearing the initials of K E B: L L 
addressed to Mr. Paul Endacott, 
dated October 20, 1949. Rejected, 
not received in evidence.7884-7887 1187-1190 

Exhibit 70—Copy of an unsigned letter 
bearing the initials RAH: w 1, ad¬ 
dressed to Mr. Stanley Learned 
and Mr. C. O. Stark, dated Novem¬ 
ber 14, 1949, together with the tab¬ 
ulations thereto attached. Reject¬ 
ed, not received in evidence.7888-7892 1196-1204 

Exhibit 71—Letter dated December 20, 

1949 from Mr. K. E. Beall to Mr. 

C. O. Stark, together with the tabu¬ 
lations attached thereto. Rejected, 
not received in evidence.7892-7897 1205-1209 
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Exhibit 72—Letter dated January 6, 

1950 from K. E. Beall to Mr. Stan¬ 
ley Learned, together with tabula¬ 
tions. Rejected, not received in evi¬ 
dence .7898-7899 

Exhibit 79—Tabulation entitled “Phil¬ 
lips Petroleum Company Deliveries 
to Michigan-Wisconsin Pipe Line 
Company—Gas Produced and Pur¬ 
chased—Daily Average M. C. F. @ 

14.65 psia—Month of March 1951” 7943 

Exhibit 81—Tabulation entitled “Phil¬ 
lips Petroleum Company—Explor¬ 
atory Well Completions — 1941 
through 1950”. Rejected, not re¬ 
ceived in evidence. 7950 


Exhibit 82—Map bearing the legend 
“Sheet No. 1 of Geo. F. Kelly’s— 

Millionth Scale Base Map of—The 
United States—Oil and Gas Edition 
— (Revised)” . 7951 

Exhibit 86—Map covering “A portion 
of West Texas and Southeastern 
New Mexico” showing Phillips’ 
leased acreage, Phillips’ gas con¬ 
tract, Phillips’ canceled contracted 
acreage, Phillips’ part-in-interest 
leases, Phillips’ gasoline plants and 
boosters and other company gaso¬ 
line and carbon black plants, and 
certain pipe lines. 7989 


Page 


1209-1211 


1212-1213 


1214 


1215 


1215 



















XXX 

Record Appendix 
Page Page 

Exhibit 91—Map bearing the legend 
“West Texas-Goldsmith Area” 
showing acreage leased by Phillips, 
together with other data. 7997 1215 

Exhibit 95-A — Tabulation entitled 
“Percentage of Gas Supplied by 
Gulf Oil Corporation—Based on 
volumes for March 1951". 8009 1216 

Exhibit 99-A—Aerial photograph of the 

Fullerton Plant . 8014 1216-1217 

Exhibit 100—Aerial photograph of the 

Goldsmith Plant . 8015 1218-1219 

Exhibit 101—Aerial photograph of the 

Eunice Plant. 8017 1220-1221 

Exhibit 102—Aerial photograph of the 

Crane Plant. 8019 1222-1223 

Exhibit 103—Map of Panhandle and 

South Part of Hugoton Field. 8021 1224 

Exhibit 104—Map of the Pampa Area 8022 1224 

Exhibit 107—Tabulation entitled “Phil¬ 
lips Petroleum Company—Number 
of Casinghead Gas Purchase Con¬ 
tracts at Phillips Plants as of March 
1, 1950” . 8029 1224-1225 

Exhibit 109-B—Form entitled “Gas 

Royalty Agreement” .8044-8046 1225-1238 











XXXI 


Record Appendix 


Page Page 


Exhibit 111—Map of the western part 
of Hutchinson County, Moore 
County and the eastern part of 
Hartley County, Texas . 8052 1239 

Exhibit 113—Aerial photograph of the 

Dumas Plant. 8065 1240-1241 

Exhibit 114-A—Aerial photograph of 

the Sneed Plant. 8068 1242-1243 

Exhibit 116—Map bearing the legend 
“Texas and Oklahoma Portions of 
Hugoton Field” . 8070 1244 

Exhibit 117-A—Aerial photograph of 

Sherman and Hansford Plants. 8072 1244-1245 


Exhibit 119—Report of the Corporation 
Commission of the State of Okla¬ 
homa in the matter of the applica¬ 
tion of Walker T. Pound, Conserva¬ 
tion Office, for a well spacing order 
and rules and regulations govern¬ 
ing production and ratable taking 
of natural gas in the Guymon- 
Hugoton Field, Texas County, Ok¬ 
lahoma, in Cause C. D. No. 983— 

Order No. 17867 .8082-8089 1246-1265 

Exhibit 120—Report of the Corporation 
Commission of the State of Okla¬ 
homa in Cause C. D. No. 1054, Or¬ 
der No. 19514, in the matter of 
Peerless Oil and Gas Company, a 
Corporation, Applicant, vs. Cities 
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Service Gas Company, Corpora¬ 
tion, and all operators, producers 
and takers of natural gas in the 
State of Oklahoma, and particular¬ 
ly in the Guymon-Hugoton Field, 
issued December 9, 1946 .8090-8094 1266-1276 

Exhibit 120-A—A report of the Corpor¬ 
ation Commission of the State of 
Oklahoma in Cause C. D. No. 1054, 

Order No. 19702, in the matter of 
Peerless Oil and Gas Company, a 
corporation, vs. Cities Service Gas 
Company, a corporation, et al., dat¬ 
ed February 4, 1947 .8095-8097 1277-1283 

Exhibit 124—Tabulation entitled “Sum¬ 
mary of Lists of Gas Interest Own¬ 
ers Paid by Phillips Petroleum 
Company as of July 1950” . 8165 1283-1284 

Exhibit 134—Memorandum effective 
April 1, 1951 dated May 1, 1951, 
from the Chief Engineer of the 
Texas Railroad Commission to All 
Gas Well Operators, to which is at¬ 
tached the Railroad Commission’s 
order of April 2, 1951, fixing the 
allowable production of sweet and 
sour natural gas in the State of 
Texas for the month of April 1951, 
and the gas proration schedules for 
the various fields in the State .8394-8395 1284-1287 

Exhibit 134-A—Railroad Commission of 
Texas—Sweet & Sour Gas Official 
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Rock Pressure and Deliverability 
Determinations on All Connected 
Gas Wells in the Texas-Hugoton 
Field,—April 1, 1951 . 8468 1288-1289 

Exhibit 134-B—Railroad Commission of 
Texas Gas Proration Schedule for 
West Panhandle Field—Effective 7 
a. m., April 1, 1951 and until furth¬ 
er notice . 8485 1289-1291 

Exhibit 149—Tabulation entitled “Ex¬ 
ploration and Development Costs 
and Ratio to Net Investment.” Re¬ 
jected, not received in evidence ....8909-8912 1292-1296 

Exhibit 169—Gas processing plant 
Monthly Report and Tender Oper¬ 
ations Statement for Respondents’ 

Crane Plant for the year 1950, and 
for the months of January, Febru¬ 
ary and March 1951 .9461-9520 1298-1359 

Exhibit 170 — Gas processing plant 
Monthly Report and Tender Oper¬ 
ations Statement for Respondent’s 
Goldsmith Plant for the year 1950, 
and the months of January, Febru¬ 
ary and March 1951. 

Exhibit 171 — Gas processing plant 
Monthly Report and Tender Oper¬ 
ations Statement covering Re¬ 
spondent’s Fullerton Plant for the 
year 1950, and the months of Jan¬ 
uary, February and March 1951....9251-9550 1360-1389 
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Exhibit 172—Gasoline or other extrac¬ 
tion plant monthly report relating 
to Respondent’s Eunice Plant for 
the year 1950, and for the months 
of January, February and March 
1951 .9551-9580 1390-1421 
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Exhibit 173 — Gas processing plant 
monthly report and tender opera¬ 
tions statement covering Re¬ 
spondent’s Dumas Plant for the 
year 1950, and for the months of 
January, February and March 1951 9851-9610 1424-1455 

Exhibit 174 — Gas processing plant 
monthly report and tender opera¬ 
tions statement relating to Re¬ 

spondent’s Sherman Plant for the 
year 1950, and the months of Janu¬ 
ary, February and March 1951.9611-9655 1456-1515 

Exhibit 175 — Gas processing plant 

monthly report and tender opera¬ 
tions statement relating to Re¬ 

spondent’s Gray Plant for the year 
1950, and for the months of Janu¬ 
ary, February and March 1951 .9656-9700 1516-1575 
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Exhibit 176 — Gas processing plant 

monthly report and tender opera- ; 

tions statement relating to Re¬ 

spondent’s Hansford Plant for the 
year 1950, and for the months of 

January, February and March 1951 9701-9732 1576-1609 
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Exhibit 177 — Gas processing plant 

monthly report and tender opera- ! 

tions statement relating to Re¬ 

spondent’s Sneed Plant for the year 
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1950, and the months of January, 

February and March 1951 .9733-9762 1610-1639 

Exhibit 181—Document entitled “Phil¬ 
lips Petroleum Company—Dumas 
and Sneed Gasoline Plants—Feb¬ 
ruary 1951'’. 9782 1640-1641 

Exhibit 182—Tabulation entitled “Phil¬ 
lips Petroleum Company—Crane, 

Fullerton, Eunice and Goldsmith 

Gasoline Plants—February 1951” .. 9783 1641-1642 

Exhibit 183—Tabulation entitled “Phil¬ 
lips Petroleum Company—Hans¬ 
ford Gasoline Plant—February 
1951” . 9784 1643 

Exhibit 184—Tabulation entitled “Phil¬ 
lips Petroleum Company—Gray 
Gasoline Plant—February 1951” .... 9785 1643-1644 

Exhibit 186—Tabulation headed “Infor¬ 
mation Requested Concerning Va¬ 
por Streams in Sneed Plant”. 9787 1644-1645 

Exhibit 192—Tabulation headed “Infor¬ 
mation Requested Concerning 
Length and Size of Residue Gas 
Lines from Absorbers to Points of 
Delivery of the Residue Gas”. 9793 1646 

Order Instituting Investigation, issued 

October 29, 1948 .10213-10215 1647-1650 
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Order Specifying Issues and Fixing 
Date of Hearing, issued February 
9, 1950 .10218-10225 1651-1660 

Designation of Presiding Officer, dated 

May 4, 1950 . 10307 1660 

Order Fixing Date of Hearing, issued 

February 28, 1951 . 10527 1661-1662 

Motion of Phillips Petroleum Company 
to Limit Issues, together with cer¬ 
tificate of service attached.10538-10545 1662-1670 

Order Granting Motion to Limit Issues, 

issued April 17, 1951 .10754-10761 1671-1680 

Order Granting Motion for Omission of 
Intermediate Decision Procedure 
Procedure and Fixing Date for Oral 
Argument, issued June 1, 1951 . 10774 1680-1681 

Opinion No. 217 of Federal Power Com¬ 
mission issued August 22, 1951 ..10818-10960 1682-1835 

Majority opinion.10818-10889 1682-1753 

Concurring opinion of Com¬ 
missioner Claude L. Dra¬ 
per .10890-10891 1753-1755 

Dissenting opinion of Com¬ 
mission Thomas C. Bu¬ 
chanan .10892-10952 1755-1822 
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Sketch designated Appendix 

A(l) . 10952 1823 

Sketch designated Appendix 

A (2). 10954 1825 

Stipulation designated Ap¬ 
pendix B.10955-10959 1827-1834 


Order Denying Applications for Rehear¬ 
ing, issued September 28, 1951 . 


11073 1836-1837 




















VOLUME V JOINT APPENDIX 


®nttefo States Court of Appeals 

FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 11247 

STATE OF WISCONSIN AND PUBLIC SERVICE COMMISSION 

OF WISCONSIN. Petitioners 

versus 

FEDERAL POWER COMMISSION. Respondent 
PHILLIPS PETROLEUM COMPANY ET AL.. Intcrvenors. 


No. 11241 

CITY OF DETROIT. MICHIGAN. Petitioner, 

versus 

FEDERAL POWER COMMISSION, Respondent 
PHILLIPS PETROLEUM COMPANY ET AL., Intervenors. 


No. 11242 

CITY OF KANSAS CITY. MISSOURI, Petitioner. 

versus 

FEDERAL POWER COMMISSION. Respondent 
PHILLIPS PETROLEUM COMPANY ET AL.. Intervenors. 


No. 11245 

CITY OF MILWAUKEE, WISCONSIN, a Municipal Corporation, Petitioner, 

versus 

FEDERAL POWER COMMISSION. Respondent 
PHILLIPS PETROLEUM COMPANY ET AL., Intervenors. 


No. 11252 

COUNTY OF WAYNE, MICHIGAN, Petitioner, 

versus 

FEDERAL POWER COMMISSION, Respondent 
PHILLIPS PETROLEUM COMPANY ET AL.. Intervenors. 


Review of An Order of the Federal Power Commission 


CONTENTS 
Exhibits 173-192 

Orders Before Federal Power Commission 
and Federal Power Commission Opinion 
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GENERAL INSTRUCTIONS 
Form GP-1 

1. The address as required on this report shall be clear and definite as to Street 
Number, City and State. 

2. This report is required of all plants extracting hydrocarbon liquids from nat¬ 
ural gas, including gasoline, butane, propane, condensate, kerosene, or other 
derivatives from natural gas, and refinery storage vapors, including recovery of 
liquids from drips. All gas volumes must be reported at a base pressure of 14.4 
pounds plus four ounces. All liquid quantities shown on this report shall be 
in barrels of 42 U. S. gallons based upon actual physical gauges computed from 
100% U. S. Tank Tables or other method of measurement approved by the 
Commission. DO NOT use fractions of thousands of cubic feet of gas, or frac¬ 
tions of barrels of liquids on this report. 

3. Include on this report only gas and vapors taken into gas processing plants. 
Make a separate report for each plant. Report on Form 3-266-A, Gas Produc¬ 
tion Report, all gas taken from wells and not taken into plant. Report on Form 
GP-1 all liquids recovered from drips and show in space provided for “Type of 
Plant" the word “Drip." 

4. This report shall be filed in four (4) duplicate originals with the Deputy Super¬ 
visor of the Railroad Commission of Texas for the district in which the plant is 
located as soon after the first of the month as possible for the preceding month, 
and never later than the fifteenth of the month. 

5. Do not report on this form operations of pressure maintenance or repressuring 
plant where gas is not processed for the recovery of liquid hydrocarbons: Use 
Form PM-1. If any space docs not apply, fill in the w’ord “None." Please 
use typewriter if possible. 

6. Gas processing plants are required to file Form GP-1 to report plant opera¬ 
tions: Form GP-2 to report production of all natural gas taken into plant: and 
Form GP-3 to report injection into reservoirs where pressure maintenance, 
recycling or repressuring is conducted. Where gas is taken into a plant from 
a transmission line for processing, show in space for “Number of Wells" the 
words “Main Line.” (Does not apply to local gathering systems.) Show' source 
of “Gas from Other Sources” and “Refinery and Storage Vapors." 

7. In section “Disposition of Residue” show as followrs: Fuel System: Gas used 
by yourself, sold, or given to others for use in drilling operations or for pump¬ 
ing wells: Lease Use: Gas used by yourself, sold or given for use in lease 
dwellings and other domestic uses: Gas Lift (Jetting): Gas used, sold, or given 
for injection through injection wells into oil sands to increase gas drive energy 
in secondary recovery operations—Restoring gas-drive energy in depleted res¬ 
ervoirs. Pressure Maintenance: Gas used, sold or given for injection into oil 
sands to maintain pressure at or near initial reservoir pressure or pressures at 
time injection of gas started. Recycling: Gas returned to original reservoirs 
after extraction of liquid hydrocarbons. Transmission Line: Gas to pipe line 
generally for the light and fuel market. 
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INSTRUCTIONS FORM GP-2 

1. Report on this form in four (4) duplicate originals all natural gas taken into 
plant. DO NOT include any natural gas produced and sold or otherwise dis¬ 
posed of and not taken into plant on this form, but report on Form 3-266-A. 

2. Report the volume of gas taken from oil wells (i.e., casinghead) by leases. 
The volume of gas taken from gas wells shall be reported separately for each 
well which is assigned a gas allowable on schedules issued by the Commission. 
In cases where no schedules of allowables arc issued by the Commission, vol¬ 
umes of gas taken from gas wells may be reported by leases where two or more 
wells arc located on the same lease and producing from the same reservoir, 
and where the average production does not exceed 100,000 cubic feet per well 
per day; or w'here the total production of all wells on the lease does not exceed 
25% of the open flow potential of the well on the lease having the lowest 
potential. 

3. Show under column "Kind of Gas” whether "Sweet.” "sour” (from gas wells), 
or "casinghead” gas. (Gas produced with oil.) 

4. Prepare a separate Form GP-2 for each reservoir. Segregate production by 
counties if more than one county included in reservoir; and segregate by kinds 
of gas (i.e., "sweet,” "sour” gas from gas wells, and “casinghead" gas from oil 
wells). Show name of well owner, lease name, kind of gas, well number, daily 
open flow potential, allowable (if assigned on schedule) and monthly take for 
each gas well. If permitted to report by lease totals as provided by paragraph 
2, show complete description of each gas well. All wells classified as gas wells 
shall be reported each month whether produced or shut-in. If no take show 
"None.” Show the name of well owner, lease name, kind of gas (casinghead), 
well numbers, and the monthly take from each lease in reporting gas taken 
from oil wells. If gas is classified as dry sweet, or dry sour, and produced 
from a Brandenhead, shows the letters "BH” after the well number. 

5. Gas wells producing condensate and /or crude oil which are equipped with 
separators and where liquids are also gathered from leases arc required to be 
reported separately and the take from each well shown. Report on Form BO-1 
all liquids gathered from separators on leases and not recovered in plants. 

6. If any well or wells are disconnected from or any new wells connected to 
reporting company's gathering system, such changes shall be reported to the 
Commission by letter. Attach Forms GP-2 to Form GP-1 for each plant. 


INSTRUCTIONS FORM GP-3 

1. Gas processing plants which return gas to reservoirs in pressure maintenance, 
recycling or repressuring operations are required to report on this form the 
volume of gas or residue injected into each reservoir through each injection well. 

2. This report shall be prepared in four (4) duplicate originals and attached to 
Form GP-1. 
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NOTE* This Form to bs usod to show disposition of Gas Production rsportsd on Form GP^*2 
(or total intake to gathering system) where a part of the gas taken into the gathering 
system is not delivered to the plant for processing* NOT To bo used to show plant residue 
disposition* Please insert between Forms GF-1 and 2. 
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the gathering system is not delivered to the plant for processing. NOT To be 
used to show plant residue disDOSition. Please insert between Forme GP-1 and 2 



9671 


[9671] 


• — 
Cl. T 

o 7 


5 > -i 

£ (2 i 

o 

z 


i=z 

eu O 

055 


23 

$ C/5 

If 

o9 

u 5 

Sri 

go 

5 


< c 

fe 2 


I 3 


J o 

CU 3 
6 -* 

O U* 

z ^ 

to SP. 



: U. 

I ® 
21« 
Ch w 

O 5 

~d «> 

Ji 

> 2 
8 | 


! c 

s 

o 


JS 

J 

: I 3 I 


I £ 


1 3 i 


a J 


2^ 

2 


«• 

3 C'-ico! 
H *“I; 
^ CO: 0> 
v •> •» 
-6 <V tV 
c CO: Oj 

4 CV: 

2 I H 


4 5 

1 «L 

2 U s 
a §D 
O ' 2 J 

3 > 

a -i > 

iSUa 

ill 

< \ - 


to I 
cu 3 


^ CO! CS 

cS <vg 

< «l 

o: c> 

n 


O; * 

O 

6 

s * 

u. 

§* 


cm: ct<co! 

0j>0; On 


O: CM; - 4 V 

H H •> 

C'-i *—»: -Si 

h'l! 


8 :ooco* 

! CM CM OS 
vrs wn -S' 

« * * * 

(\£ -4r-tn 

toes i -S! 
• Cl c"l 

I r-« 


8 0 o 

rs O' 


CM -* 
00 IS- 

o 


I i 


i I I 

S <r> CM 
-S’ co; 


v/s C0> 
CM N 

n 

3 

is 

cu 




-a. »—v k n i 

* *V Hi 


to 

•2 «> 

i I 

a & 

% V 

a a 


§ * 2 3 


5 1 2 < 

•3 

c g -o o 

■8 3 1 ° 

U H > 


fN. «0 o o — 


H! »• 
O 


c -5 

3 * 


* i 

TS * 
O to 

G | 

2 2 

u. u* 

3 3 

v O 


! -I 


t o 

. g 
02 
O 


5g 

£ 2 : 

o 

as y-{ 

^ >► o 

*3§ 


C 

I t 

£ £ $ 

*• 

2*3 

6 ?<* 

o k. 

u 

5 e 


g& 

2s 

h j 


g^St 

gf cT-s 

“I® i 


i ®*2 
o' o2 


joU 

|3<3 

2 oj" cT 


as 

-*-> 

CO «5 
a, 

& 3 

+> Cu 
CO w 


U 

c +> 

O co 
45 3 
U T> 
cO C 

O hri t 


v - 
11 


C 3 
.22 


i 


<V oo; 
cv co* 

AH 


It 2 - 

i 2 «*■ h 


a 


- N IA t ^ 


c 5 it 2 

■jliD !j4= 

o co 1 fl« 

« ^ V iT 

i: S 3 “S • tic 

S J2 2 3 « ip 2 

w a. J u. O ci> ^ 

• • • • • ^ .T 

^ T ^ v O»W 


o 

<0 o a) 

o. >* a. 

12 1 

a, a cu 


co o. 

co a 

o o 


S 3 1> 
V> -« 
45 cO O 
U Z -. 
co •*» 

O 4-> © 

c cu 

<M 0> 

H T 3 rt 

W C o. 
« «h 

CD D.rH 
<0 0) 

X -T3 -H 
0) C 4J 
E-* »“* CU 


1536 


I 











I 


I 


-6 

g 

z 

A 

& 


A 

3 


L 


z 

o 

I 

o 

<* 

a* 



A 

2 


► > 
§ 


I £ 

~ ° 

3 * t 

CD 0* i 


3 

s f 


a 

* 


i 




i i 


ITS >0 fs. 00 


1 5 s ! 

1135 

0 u o * 


t 

TJ 

6 

•** 

E> 

3 — 

c Q 

— j 

S3 

T3H 

3< 

.5 

*4 


2 


tj 

c 

Ih 



c 

o 

• mm 
+* 

y 

$ 


© 

Z 


1 

m 

H 


1 

6 

6 


¥ 

at 

•3 

is 


o 

Z 


1 

H 


t 

f 

£ 

6 


3 

NO 

c- 

-o 


sr\ 

Oi 

e- 

6 


a> 

c 


o 

05 

c3 

O 


03 

U 

P 

03 


H 

0 

H 


3 

H 

e 


0 

2 . 

O 


3 

(S 


c 

2 

o 


£ 


«s 

33 


E 

cS 


c 

o 




s 

3 


TJ 

c 


bO 

,C 

c 

s. 

o 


S 

w 

c 


O 

*« 

U- 


-* 

v 

o 


lj 




■2 

'> 

*8 

v 

v 

a 


3 


V 

3 

*2 

t« 

CL 


-4 01 
Os 
O 

s 


s 

o 

J 


-s 

o 

<0 

tti 

c 

S 

a 

H 


00 


-* 

o 

c 

Of 

M 

o 

b* 

u* 


or 

u 

J 

cS 


« 

* 

"S 

£ 


C 

J 

u 


[9672] 


oi 

U4 

U4 

3 

O 

3 


cri 

Q 


CQ 


X 

CD 


"2 

£ 

o< 

CO 


' «-o.2 _. 

S* 1.3 s 

* 

*5 


2-Sg 

Wo|5 

5 5 3^1 

"3 w L 
3 3^5 “■ 

• -7 S • 

^ 2j:-S 

A-5 Cb - 
•* J £ ** 

Or-OL O 

c * C 

* C 3 • 

O © ~-£!3 
C © 


yj 

r5-6 °-g 

• 

fca 

« 

5 ..3 2 

1 * *- 5 w 

t 

u 

• v o 
i^* 3 *o o 
! 3 ^ 

m 

^3 0 3 

• 

8^ ? -S 

»-• 

m m 


-o 

J 

-6 

c 

o 


.5 

«• 

-a 


’a Sr 

.al 2. 


•I&OJ 

c1«S . 
. , fl 3 : c-g 

•fii-r ;-5 h -S “ 

-* 1.3- — 


• O- 


9672 


o 

CO 

o 


I 

8 

1 

2 

3 


1 

■8 

X 

jCi 

3 

V) 



[This page is identical to Record page 9582 which appears at pages 1426-1427 

of this volume and therefor is not reprinted.] 


1537 


. 

» 


I 




















DISPOSITION OF GAS 
DELIVERIES FROM GATHERING SYSTEM 
(Gas NOT PROCESSED in Plant) 


9673 



Ol 
c n\ 


iir' 

j<n 


u 


CO 


o 

o 


S 1«P 




© 

n cu 

Du C£i*h 
O Oh 


hOrH 
C © 
•H 3 
rH Du 



•H +> 

u c 

Q * 



uq 

6-« © 

CO © 
>H C 


CO -H 
CxO 

J c 
gw 







n 


1 


B 


W 


<v 

O © T3 
C 

EC « 

l< *H O 

O e- rH 

W C I 

© f-1 D- 
C .* O O 
B O 4 Z 

-*-> © 

*n s 

© © « u 
*» <* W o 
c a c w 

a 
© 
u 

c 
o 

*H 

•p 
o 
3 
T3 
O 

CU 

© 

5 

c* 

o 

c 
o 


© 

.c 

.p 

Cm 

o 

4-> 

4 


© C 
« © 
© © 
o * 
o -p 
u © 

CLX> 


u 

o 


CL Cm 


«P 

C» 


© 

u 

© 


© 
© 

«P c 

C -H 


© 

a 

© 

-H 

"O 

o 

JC 


:* © 
JC 

—V +> 

s 

2 2 

Q 

SST3 

© © 
C. 

M © 

C > 

•H -r-4 

D rH 

© © 
*o 

-P 

4 -P 
&0 o 
c 


rH © 

O- © 

4 


© 


C 

o 


a 



a 


s 

© 

© 

3 

© 

JO 

o 

«p 


© 

PC 

aj 

-P 

C 


S E 

H O 
W 


o 

♦> 

c 

o 


© 
2 

© *|H 
•H © 
© 
s 
© 

■p p> 

© c 

>» <* 
© <-( 
a 

00 

c > 
■h o 
u ^ 

© © 


P o 
^ « p 
oo 

CV 73 

I © © 

W n 

O P D 


w 

s 


1539 



9674 


[9674] 


2 5 

<J r o 

e ^ *1 
*. > : f 
O v M 

U. CC : IZ 

o z 

2 £ 

H UJ 
£ H 

° 2 
h V) 

a. VI 

* z 


— 

H z 

u* O 

°2 

z> 

25 
$ X 

sa 

5 

OQ 

uZ 


Q , 
<« 
oo 

K 


o I 

; i 

H o 


c 

* § 

- -j 

- O 
= > 


13 


d ; 
£ 


l ! 
! ! 


f » 


►N*0 

■s * * 

I 'C < y- ; 

i cc. cc: 

* (V N* 


I I 


lit; 
• • • • 

• ON UN: fH: 

; CM i ON ON 

lev! rHj “vT 

: «. h * 

•Oi^AON 

:oo^ 

I : * 


s i 

5* » 


I 

iii* 

! m %* O 
■ c** •-* cr. 1 


i ■«*? <?* <V O' 

; 00 cv : f> 

! : O i 

: s * • o. 


■5 Lf\ 

o C** «—• 
2 -v? c\t 
-O 

U. *s? •» 

U ct <30 
7 CV 
* O 


u. « 

0 : 

2 

• • 

* l 

*• t : 

• 

Cl* 

*» ! : 

i '• • 

< o <v 

xrSOi 

] NO 

: > 3 ! 

t • 

i i 

i i 


• ■ V • ■ 

ill 

i j j • 

i vrisoi oi 

<y cv tv 

;<V\£-<*S 

i r—< ^ 


< ? 

O X to 

rr, 2 C 

3 2 -5 


C3 ? ~ 

*■ >» 

Q cl £ 

M V *t 

</> CH DC. 


•iAnJQO 
;rv (>« h 
• oh , CSC 

«t * 

: (Ni C^v i m 

I in i *4 

j j i i 

! : ! i ; 


3 

J s 

°* -J u 

*55 e <! </> 

m O _i 

5 3 2 < 


c3 

•rH u Crt 
U O CU 
C ■*->■•-> Q 
o n «3 «! 
JO 3 ;* a. 
*- *r3 — 

<3 C 
O fi * 


% % i g 

-2 5 S H 

«t «_ V 

O H > 


a. , 

O 


n eo a o - n 


§ * 


j s**!g| 

3 = O jS M 

! f i 5 ^ 

i 6 « «s , 

■I 8 § 8 | 

» 2 2 2 £ * 

j u. u. U. > S 

; <?jjh 

< I . O t. 

^ i i ^ J 

^ M ! I | 

; ^ <v: ch i £ 2 
-■s 0, rsi : c u * 
c5 ; 3 3 

07 v • 

.e 1 ■ ; ° 

A • • • 

s '—| {fy - N *f» ♦ 


t & > 

o o 

2 U2 

a; z; 
^ &4 O 


w 1 ! 

Zp? 

22 i i 

tig® 

!? 2 i 

Q o j i 

2 


I 1 

i : 


!i!i 

i i 03 


|S 
1 a 

icS 


I i 


B. 

o 

S3 

|, 
vi : 
*• 

S 3 

-3 

< 

a 


&£& 
B « | 


f ! 


3 

?S^ 

i'T.'l 


ittf 


i 


<3 J J ; 


i t 

A A 


i; 3 

« O 


S i 5 

S ^ 

W c 
S J 
uj a 


* i 

^ i 

.3 £ 


o 

m g. 

a . <5 I 

H q 

^ j e §! 

* ; 

5 : <£ 

■3 2 cs 8. 

•=£= 0 S.3 

•j J « S 5 s 

O A f-i l-H 

¥* M> 


1540 
































I 



[9675] 

[This page is identical to Record page 9582 which appears at pages 

of this volume and therefor is not reprinted.] 

1541 





1426-1427 


j 


i 

i 

















9676 




5 o 


a 


[9676] 



1542 


METER DIFFERENCE (LOSS OR GAIN) 





DISPOSITION OF GAS 
DELIVERIES FROM GATHERING SYSTEM 
(Oas NOT PROCESSED in Plant) 



(or total Intake to gathering system) where a port of the gas tatcen into 
gathering system is not delivered to the plant for processing. NOT TO be 
to show plant residue disposition. Please insert between Forms GP-1 and 




















9677 


[9677] 


U3 

H z 

B.O 

os 


25 

$ C/5 

5< 

io 

o< 

o 

Oo 

0£ 


— 'O 
* - 

CL T 

« -r ; 

N O 

6 . H 

>: 

O v . 

Lu a : 

O 

Z 


x 

z £ 


S SI 

Q 

§ i 

z w 

3 n 

1 a 

o S 

Cm H-K 


c/5; 

Si 

6-1 


i* 

cq 3 



M O 

Z 

Oh w 

O 5 

•o 2 

** 

5 ; s 

3 * 

£ S 


! *TJ 

to* C 

rH ^ 
H « 

J 2 

H c 


s*s 


si 




15 

V I 


b i I 

■* ^ai "3i 

■=£>»£ 
3 OnC 

t® * * 

h cv; 'O: 

» C0‘ C- 


J I 
: t 
t : 


: i 


; <*N C^N tC^ 

: r% iT'w vO: 

I rH -sf <Vi 

«k «4 «i 

: C^N H: H: 
t £H tf'i UN 

: i^rc^s 


; CV! C*\ #-Hi tO 
• tOv£> tCivO 
: -^<V; cr\ CV 

* i *» « 
i r- •—I; #H 

! to wr> 

i <> ^ 

i I rH 


? I 

I i 



J J 

: c\i <n H oj 
04 r- 1 w'v cb 
!cdO ! «n 


* 

< -J 

£ S3 
a oV 

i 


l«M* 


i H 




♦ • • 


j O r-J O' 

nAf^tCl 

I vA >n 

f ft 
i o< *r\ cn 

lH H 


*0 

C 

| 2 

2 -5 

a. v 

4# 4> 

a: a 


3 

J c 

-* - 

3 o 

5 ‘2 
c *g 

-2 3 

c 

0 H 


° < 
~ H 

•2 2 
^ H 


o- * 

O 

a 

o 

tu 

c 

o * 


N 00 ^ O - N 


•C 

00 _ 
C — 


sa 

* o > 

2S O 

w 
3 : >-( 

O 6- 
g2 

C*H 3 

- o 


<5 s S6 


T2 * 

0 

S S 

2 2 

b. u. 

2 2 
O V 

I ! 


w * 

o-f 

; 2 CV 00: 
CV cN 

C 5 

J °Z : 

y ’? I J 

l! - ~ 


£ W 6- 
? > O 
-OS 

Jsa 

u H Q 

ci 

- ^ 

1 8. 

£ £ | 

2 ^ 3 

J ?c^ 

• O u 

i ^5 JS 

"o 5 

i 5 u 

4 6 
X O 


T « 
a U 


Zu, 

i i 

H - : J 

«|S3 

9^oo 

4; - x 

22-5 rH ^ 
QgtCitO, 
2 

I 


b 


t>Asf 

:h^ 

<vC t- 

y. ^ ^ 

CV; 

Q 

i t 


i 

ioJ 

I 4k 

i O 

m 

I i 


. a 
i H 


iN 0? 

Sri 

* ^ 


I i 


I 

io 

I ^ 
* 

i 


I i ! 


5 


d ^ 
.2 £ 
3 c ^ 

c ^ t 

o M 3 

x lu a. 


a 

s 2 
D * 

V) 

3 

3 ^ 


Ua 

5 *5 

r-l 1 

S 2 

^ ^ 2 

5^ o 


cv o 

00 c- 

^ «h 

•y #y 


a) 

CO 

« h i 

•Si © S 

b. S «5 

C -P «J P* 

2 

^4 T5 

S C 

hH e c 


ils. 
§ s § 

a* o a. 


m S. 

<3 0 

c3 o 


c s © 

O -PH 

o «J o 

PSP 

C0 ^ 

O -P €> 
C CXi 
Cm O 

htj 5 

w c cu 

O -fH 
•2 CX rH 

S €> f-l 

0) ci 

HhK 


— n m t ^ 


— <M 


l/N >0 


1544 



























9678 



[9678] 

[This page is identical to Record page 9582 which appears at pages 1126-1427 

of this volume and therefor is not reprinted.] 

1545 



l 





9679 


^ a 
o 

6*4 *H 

O 





[9679] 



1546 


METER DIFFERENCE (LOSS OR GAIN) 


DISPOSITION OF OAS 
DELIVERIES FROM GATHERING SYSTEM 
(Gao NOT PROCESSED in Plant) 


i 


i 


9679 



B 

u 

<2 

a 

o 


o 

4-> 

c 


a 

CO 


cv 

4) TJ 
-O C3 
CO 

S r~l 


o 

2 


l 

04 

o 


CD 

CO 


TJ 

C3 

■P 

o 

Q. 4) 
43 JC 
P 

G 4h 
O O 


CO 

e 

♦ p 

GO O 




00 

cn 

o 

o 

o 

u 


a 

t> 

4> 

7 

4-> 

o 


^ a, jd 


o 

3 

TJ 

O 


■P 

CO 

Oi 


£ 

00 

CO 


*4 4> 

O U 
u 43 

C0 

©•PC 

a -H 

€> CO 
*4 #-4 43 
€> Q| cO 

O jg o 
7 0 0 
S-I JC #-4 

o--j ♦» * 

6 

«> O 

4^> 4-> • 

CD fl 
X'O O 

Q O -rH 
*4 4> 
00 I) -H 

G > 00 
■*H «r4 O 
Q, 

O €3 0) 
^ t) *H 
4^> 'O 
CO 4-> 

00 O I) 
G 


a 

o 


CO 

o 

o. 

cn 

▼4 

*0 

7 

O 

x: 

00 


O 

«3 

03 

G 

43 

JO 

O 

4^ 

e 

Sh 

o 


o 

+> 

€3 

M 

<D 

-P 

G 


Q 

o 

4-> 

03 


CO 

4^ 

o 

p 

*4 

. o 

&4 — 

03 CV 
•H « 

s& 


G 

03 v4 

■*4 00 

<3 

$4 

4* 

G 

># a 

03 *H 
Pi 

GO 

G 7 

-*4 O 

p x: 

€3 CO 

x: 

X> O 
03 4> 
00 

•o 

43 43 

XX CO 
4^ G 


1547 


► 


l 


9680 


[9680] 


o 

u*\ 


! I 


— *5 

cL r \ 
T O 

^ f-1 

e . 

w > 

o • 
u. a 

O 

2 


<L0 

Q 

c 

« 

a 


H 

Z 

W 

2 

P 

< 

H 

</) 

W5 

Z 

o 

H 

U3 

Q. 

o 

a 

in 

Q 

Z 

P 

Q 


co: 


c 

o 

2 


Cm 

in 

a 

> 


P 

Z 

O 

2 3’ 


f- 

Z 

2 

P- 

G 

Z 

8 

in 

U 

C 

CL 

Cm 

V5 

< 

G 


b: 

O 

o 


3 

gi 


2i 

>—« 1 

d! 

£ 


as 


g->: 

5: 

cn; 

• 

cO : . 

a-i 

i-h: 

J: 


a. 

r 

t 

w 

o 

w 

c 

a 

O 


u 


o 

£ 


* 

g 

_1 


■ 

i 


o 

3 

o 

9 


a 


i 

I 

X 

c 

3 


U- 



ta 

* *»• 

o 

m 

• o 

«/» 

< 

•i 

4 « 

A 4 

c 

(« 

ha 

Cm 

Cj 


t*-? 

M 

KJ 

o 

V 

s 

z 

* w 

NN 

v*« 

o 

** 

c 


ll ™ 
- 2 S 3 . 

c§ 

c 

c 

€> 

a. 

OC 


, 2 Z 


**5 

a. 

X 

H 

<r 

1 * 

1 CO - 


1548 





























I 


-6 i 

c i 


I I 


v V 

1 


! j - 

6 i 

•r- - 

! iU 


^•00 


3< 


•a 


^ « N 


t t 


£f i 
si j 
i i 



|3 


i i 


: t 

t : 


: 

: CV 


: CV 


8 | 

I L“ 

i at- 

! 2g. 

0 Q3 Z 
! '2!: 
! Igl 

i °u h 

T> — 

s 

H 


V _ *, 

J - J I 

^ “T3 o O 

C 3 «* t. 

o Z « + 

U U O * 


o o o o o No o o o o 


olo 



Cl 

o "2 

> 


TJ T> 

V v 

V *- 

.2 ? 


00 M 

c "5 
- o 

-5 £ 


^ *• ^ v — •* *4 

^•23i:25S52 

OLi.HocQ.C-iHu. 

^r^^^vN'Ohsooo^ 


°-5 o ° 

i cJet|.S 

I 2= 5 1« 

! l««| 

I <!^1 

j if® 

I Ed. e 

i !••<? 

I -rej-- 

i iVf 

? y ° w 
£ Jt*? ° o 

• % 

= i'j^ 

£.11 


9681 

• * 

! 3 

! H i 

I t i 


u ‘ 8 tf 

I W| 

g 

5 ; i'S * o . 

? J 3 = sl 

i ifJ-H 

* ! -1 • 5 S 

Lj ijssi 

;§ •‘•h *i 


2Q- "< 

8^ 

O' 


3 «: S ysi? 

(5^’liilJ 

a 5 3 -7 

io »-=i' 6 s 
1 • 0 - • 
23 I _ • * C v 

2 l*Ji l 

1 iJ:n* 

i • *."2 

* 5-6 Sjg 

iil. 

^J3- 

i 

I • • o_- 

g! ^s*! 

2 J!" 

I-H ! r fi 

sc <> --s; 

o' H * 

f— -SC 

-r* • > • 

-*■ ; o « •» 

y> ! -272- 
^ f z 2 -5 

JJ -fa C ^ c 

• 

• -fi c 

£ -15$ 

0 b -- O 

H O 2^ ‘ 

i t « §1*5 




^ c - . 2 

uj ° - 

•*• -5 " c 

^ ■ ■ 3 • * o 


=* 2 

r 8 

3 

O 

3 

= - 1 
1 I 

.S f 


t 

fl 

i Z 


! > 
10 oc 


s i 

iz 


o 

o » 


? 2 
1 S 


[9681] 

[This page is identical to Record page 9582 which appears at pages 1426-1427 

of this volume and therefor is not reprinted.] 

1549 














RAILROAD COMMISSION OF TEXAS 
Oil anA Oa a Division 


9682 


[9682] 



1550 


METER DIFFERENCE (LOSS OR GAIN) 


DISPOSITION OF GAS 

liveries from gathering system 

(Oefj NOT PROCESSED in plant) 



This Fora to be used to show disposition of Gas Productic» reported on Form 
GP-2 (or total intake to gathering system) where a part of the gas taken into 
the gathering system is not delivered to the plant for processing^ NOT To be 
used to show plant residue disposition. Please insert between Forms GP-1 and 2 
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TOTALS I_U»,Z36_I_I_ 

NOTE; This Form to be used to show disposition of Gas Production reported on Form 

GP-2 (or total inteks to gathering systsm) whore a part of the gas taken into 
the gathering system Is not delivered to the plant for processing. NOT To be 
used to show plant residue disposition. Please insert between Forms GP-1 and 2 
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[This page is identical to Record page 9582 which appears at pages 1426-M27 

of this volume and therefor is not reprinted.] 
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[This page is identical to Record pace 9582 which appears at pages 1426-1427 

of this volume and therefor is not reprinted.] 

1637 


• I 







9761 


—• o 

d r 
o r 

N 

c . 2 
3 ; H 

u. a. 


r h 
o Z 

z a 

. 

H U 
tO U 

2 £ 

H C/J 

£ c* 

«• Z 
O 


H Z 

bO 

OSS 


2S 

$ UO 


oQ 

uZ * 


g° 


00: 

O': 


* *# 

r *- 


:« c/} 

! I a, 

II i 


i = 


M-S O o 
55 £ O £ 

a: *9 - 

OS >ri E 

CO S C-* 


Si 



3 “ 

•A 

4> 


a i 

O 


§ * 


■3 

Q * 


GO 

c — 

3 £ 

id 

* 

£ s 

m 

“ ^ 

o ^ 

e e 

o o 

M w 

Lu U- 


O <J 


>•2 


C 3 
.221 


• • 

—• N 



I 


PANHANDLE EASTERN PIPELINE KANSAS CITY, MISSOURI INDUSTRIAL 6,747,978 



































I 


9762 



[9762] 

[This page is identical to Record page 9582 which appears at pages 1426-1427 
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[9782] 

Exhibit No. 181 


PHILLIPS PETROLEUM COMPANY 
DUMAS AND SNEED GASOLINE PLANTS 

FEBRUARY, 1951 

MCF @ 14.65 PSLA 

Total Portion processed at: 

Panhandle Dumas Sneed 
Field Lines Plant Plant 

Total gas produced from 
leases operated by Phillips 
(1) 11,840,408 

Gas purchased from other 
companies (1) 3,229,616 

Total (2) 15,070,024 4,896,887 1,855,557 

Gas of Panhandle Eastern 


Pipe Line Co. processed 4,560,227 

Total gas processed at 

Sneed Plant 6,415,784 

Sold to El Paso Natural 

Gas Co. at Dumas Plant 4,791,295 

Total Phillips gas processed 

at Sneed Plant 1,855,557 

Less: Gas taken into reabsorber 55,550 

Gas metered to Panhandle Eastern 

Pipe Line Co. 1,800,007 

Less: Gasoline shrinkage make-up 127,670 

Less: Vapors taken to reabsorber 58,050 

Billed to Panhandle Eastern Pipe Line Co. 

at Sneed Plant 1,614,287 
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1. Includes royalty, overriding royalty and any 

2. Gas gathered in the Panhandle Field Line 
Gathering System is also delivered for pro¬ 
cessing and disposal at the Canadian, Rock 
Creek and Sanford gasoline plants in addition 
to other gas gathered directly into such plants. 
A portion of the gas is also sold from the gath¬ 
ering system before processing. 


[9783] 

Exhibit No. 182 


PHILLIPS PETROLEUM COMPANY 
CRANE, FULLERTON, EUNICE 
AND GOLDSMITH GASOLINE PLANTS 

FEBRUARY, 1951 
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MCF at 14.65 PSIA _ 

Crane Fullerton Eunice Goldsmith 
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[9784] 

Exhibit No. 183 

PHILLIPS PETROLEUM COMPANY 
HANSFORD GASOLINE PLANT 
FEBRUARY, 1951 



MCF at 
14.65 
PSIA 

Total gas produced from leases operated by 
Phillips including royalty, overriding and 
any working interests owned by others 

3,154,024 

Gas purchased from other companies 

NONE 

Total gas processed at Hansford Plant 

3,154,024 

Sold to Panhandle Eastern Pipe Line Co. 

at Hansford 

3,015,934 

[9785] 



Exhibit No. 184 

PHILLIPS PETROLEUM COMPANY 
GRAY GASOLINE PLANT 
FEBRUARY, 1951 

MCF at 14.65 PSIA 

PORTION 
PROCESSED AT 
TOTAL GRAY PLANT 


Pampa Field Lines (1): 

Total gas produced from leases oper- 
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ated by Phillips (2) 1,676,000 

Gas purchased from other companies 

(2) 1,030,357 

Total Pampa field lines 2,706,357 1,677,879 

North plant gathering system: 

Total gas produced from leases oper¬ 
ated by Phillips (2) 10,322 

Gas purchased from other companies 
(2) 219,973 

Total North plant gathering sys¬ 
tem 230,295 80,625 

TOTAL 2,936,652 1,758,504 

Sold to Independent Natural Gas Com¬ 
pany from Gray Plant 1,394,480 

1. Gas gathered in the Pampa field line gathering sys¬ 
tem is also delivered for processing and disposal at the 
Bowers, Lefors, and Pampa gasoline plants, in addition 
to gas gathered directly into such plants. 

2. Includes royalty, overriding royalty and any working 
interests owned by others. 

[9787] 

Exhibit No. 186 

INFORMATION REQUESTED CONCERNING 
VAPOR STREAMS IN SNEED PLANT 

Btu/cf at 30" 
60° F., Saturated 

Heat Content of Vapors from second flash 
tank and first vent tank returned to absorb¬ 
ers 3-18-51 1,673* 
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9 

Heat Content of fractionator overhead va¬ 
pors returned to 24" residue gas line to 
Panhandle Eastern 11-21-50 2,243* 

Heat Content of residue gas from absorbers 
before enrichment 11-21-50: 


No. 1 Absorber 

1,000 

No. 2 Absorber 

996 

No. 3 Absorber 

998 

No. 5 Absorber 

1,000 

No. 6 Absorber 

999 

Heat Content of fractionator reflux 2-22-50, 
used periodically, vaporized, to enrich resi¬ 
due gas 

2,308* 

Heat Content of residue gas stream to Pan¬ 
handle Eastern after enrichment for Febru¬ 
ary, 1951 

1,012 

* Figures with asterisks were calculated 
from fractional analyses; others were 
determined by Cutler-Hammer Calori¬ 
meter. No heat content was determined 
on No. 4 absorber because sample bomb 
leaked and sample was lost. 

Mcj per day 
at 14.65 psia 

Volume of overhead vapor from fractionator 
for March, 1951 

1,055 

Volume of vapors from second flash tank and 
first vent tank for March 20-26, 1951 

2,687 

Volume of vapors from first flash tank and 
high stage accumulator to reabsorber for 
March, 1951 

2,160 


1645 



9793 


[9793] 

Exhibit No. 192 
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[10213] 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: 

Nelson Lee Smith, Chairman; Thomas C. Buchanan, 
Claude L. Draper, Leland Olds and Harrington 
Wimberly. 

October 28, 1948 

In the Matter of 

Phillips Petroleum Company 

100-2 FORMAL 
Docket No. G-1148 

ORDER INSTITUTING INVESTIGATION 

Upon consideration of the Commission’s official files and 
the public records of other federal agencies pertaining 
to Phillips Petroleum Company (hereinafter referred 
to as “Respondent”), a Delaware corporation with 
principal executive offices at 80 Broadway, New York 
5, New York, and Phillips Building, Bartlesville, Okla¬ 
homa; 

It appears to the Commission that: 

(a) Respondent is engaged, among other things, in the 
production, purchase, gathering, transportation 
and sale of natural gas in the States of Arkansas, 
Kansas, New Mexico, Oklahoma, and Texas; 

(b) Respondent reports that it owns and operates ap¬ 
proximately 3,800 miles of gathering, residue, and 
other gas lines located in the States designated 
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above, together with various compressor or booster 
stations and appurtenant facilities; 

(c) In this Commission’s Opinion In the Matter of 
Michigan-Wisconsin Pipe Line Company, January 

17, 1947, 6 F. P. C., 67 P. U. R. (N .S.) 427, 

we stated therein with respect to the motion filed 
by the City of Detroit on October 11, 1946, for an 
order requiring Respondent herein to be made a 
party to the proceeding in Docket No. G-669: 

“We believe that whether Phillips is or is not a 
natural gas company cannot properly be deter¬ 
mined in this proceeding. If such determination 
is required it should be made a separate case 
after a thorough investigation of Phillips’ opera¬ 
tions and we therefore find that the motion of the 
City of Detroit should be dismissed.” 

(d) By its letters of June 19, August 15, September 6, 
1940, April 3,1941, and August 3,1943, to this Com¬ 
mission, Respondent has disclaimed that it is or 
will be a natural-gas company within the meaning 
of that term as used in the Natural Gas Act; 

[10214] 

(e) In 1947, Respondent reported to the Securities and 
Exchange Commission, with respect to its sale of 
natural gas to purchasers which transport and sell 
the gas in interstate commerce, that “Although 
such sales and the transportation of natural gas 
antecedent thereto constitute operations by the 
Company as a ‘natural gas company’ under the 
Natural Gas Act, and, as such, are subject to the 
Federal Power Commission’s jurisdiction, unless 
the exercise of such jurisdiction constitutes an in- 
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terference with state regulation of production and 
gathering, the Commission with Commissioner 
Draper dissenting in a declaration made on the 15th 
day of August, 1947, disclaimed the intention to 
exercise jurisdiction over such sales if made at 
arm’s length, that is, sales made as an incident to 
the producing or gathering operation by a pro¬ 
ducer or gatherer of gas to a nonaffiliate (Order No. 
139, Docket No. R-106)”; 

(f) By reason of its operations, facilities, and sales of 
natural gas to purchasers which transport and re¬ 
sell such gas in interstate commerce for ultimate 
public consumption, Respondent may be a natural- 
gas company subject to the jurisdiction of the Com¬ 
mission; 

The Commission finds that: 

It is necessary and proper, in the public interest, that 
an investigation be instituted by the Commission, upon 
its own motion: 

(1) To determine whether Respondent is a natural- 
gas company within the meaning of the Natural 
Gas Act; and 

(2) Into and concerning all rates, charges, or classi¬ 
fications demanded, observed, charged or col¬ 
lected by Respondent in connection with any 
transportation or sale of natural gas, subject 
to the jurisdiction of the Commission, and any 
rules, regulations, practices, or contracts af¬ 
fecting such rates, charges, or classifications; 
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» 


The Commission, upon its own motion, orders that: 

An investigation of Respondent, Phillips Petroleum 
Company, be and hereby is instituted for the purpose of 
enabling the Commission: 

(A) To determine with respect to the Respondent: 

(i) Whether it is a natural-gas company within 
the meaning of the Natural Gas Act; and 

[10215] 

(ii) Whether, in connection with any transporta¬ 
tion or sale of natural gas, subject to the juris¬ 
diction of the Commission, any rates, charges, 
or classifications demanded, observed, charged, 
or collected, or any rules, regulations, prac¬ 
tices or contracts affecting such rates, charges, 
or classifications are unjust, unreasonable, un¬ 
duly discriminatory, or preferential; and 

(B) If it shall find, after hearing, that the Respondent 
is a natural-gas company within the meaning of 
the Natural Gas Act, and that any of Respondent’s 
rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction 
of the Commission, are unjust, unreasonable, un¬ 
duly discriminatory, or preferential, to determine 
and fix by order or orders just and reasonable, non- 
discriminatory or non-preferential rates, charges, 
classifications, rules, regulations, practices, or con¬ 
tracts to be thereafter observed and in force. 


By the commission, 

LEON M. FUQUAY 
Leon M. Fuquay, 
Secretary. 

Date of Issuance: October 29,1948 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: 

Nelson Lee Smith, Chairman; Thomas C. Buchanan, 

Claude L. Draper, Mon C. Wallgren and Harrington 

Wimberly. 

February 9, 1950 

In the Matter of 

Phillips Petroleum Company 

Docket No. G-1148 

ORDER SPECIFYING ISSUES AND 
FIXING DATE OF HEARING 

The Commission, acting pursuant to its authority under 
the Natural Gas Act, by order of October 28, 1948, insti¬ 
tuted an investigation of the natural gas operations of 
Phillips Petroleum Company (Phillips) to determine: 

(i) Whether it is a “natural-gas company” within the 
meaning of the Natural Gas Act; and 

(ii) Whether, in connection with any transportation 
or sale of natural gas, subject to the jurisdiction of 
the Commission, any rates, charges, or classifica¬ 
tions demanded, observed, charged or collected, or 
any rules, regulations, practices or contracts affect¬ 
ing such rates, charges, or classifications are un¬ 
just, unreasonable, unduly discriminatory, or pre¬ 
ferential. 
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By letter complaint under date of January 16, 1950, the 
Corporation Counsel for the City of Detroit made reference 
to the investigation instituted by the Commission in this 
docket and, among other allegations, recited that: 

“Based upon the estimated deliveries to Detroit 
for the year 1953 by Michigan Consolidated Gas Com¬ 
pany of 94,510,000 M. C. F. (Exhibit I-Al, Docket No. 
G-1156) and assuming that Panhandle Eastern Pipe 
Line Company will supply 43,848,000 M. C. F. the de¬ 
liveries by Michigan-Wisconsin to Michigan Consolidat¬ 
ed will be approximately 50,626,000 M. C. F. It appears, 
therefore, that the increase in the price charged Michi¬ 
gan-Wisconsin by Phillips from the approximately 5^ 
(16.4 lbs) specified in the original contract of December 
11, 1945, to the approximately 8 T / 2 ^ (16.4 lbs.) minimum 
will increase the cost of gas to the City of Detroit by 
approximately $1,770,000 in the year 1953 as a mini¬ 
mum. 

“It is the position of the City of Detroit, which re¬ 
ceives its natural gas supply from the Michigan Consol- 

[10219] 

idated Gas Company, Buyer of gas sold by the Michigan- 
Wisconsin Pipe Line Company, that the rate proposed 
in the so-called interim tariff, designed to become effec¬ 
tive February 1, 1950, may, because of the increase in 
the rates of Phillips Petroleum Company for such gas, 
as above set forth, prove to be unjust, unreasonable and 
excessive to the ultimate prejudice of the gas consumers 
of the City of Detroit.” 

The Public Service Commission of Wisconsin, in a com¬ 
plaint filed on January 19. 1950, respecting FPC Gas Tariff, 
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Original Volume No. 1, of Michigan-Wisconsin Pipe Line 
Company, filed pursuant to the requirements of paragraph 
(D) of the Commission’s order dated July 26, 1940, in 
Docket No. G-1156, alleges, 

“3. That the sole supplier of natural gas to Michi¬ 
gan-Wisconsin Pipe Line Company has been and is 
Phillips Petroleum Company, and no satisfactory basis 
has been established for the frequent and large in¬ 
creases in price paid for said gas which have taken place 
since the pipeline was projected and before substantial 
deliveries of gas had even commenced. That Michigan- 
Wisconsin Pipe Line Company was given a certificate 
of public convenience and necessity by the Federal 
Power Commission on the basis of a contract with Phil¬ 
lips Petroleum under which the latter agreed to furnish 
up to 343,000,000 cubic feet of natural gas daily at an 
initial price of 5^ per mcf, subject to an escalator 
clause. That the Wisconsin Public Service Commission 
considers that said escalator clause was highly un¬ 
desirable and prejudicial to the consumer and was not 
warranted by conditions affecting the supplier. That 
since the date of the initial contract, several supple¬ 
mentary contracts have been entered into between 
Michigan-Wisconsin and Phillips Petroleum which not 
only provide for additional gas supplies (to make up 
for deficiencies in Phillips Petroleum original contract 
commitment) at higher prices but also provide for re¬ 
pricing upward the initial gas commitments. That un¬ 
der the supplementary contracts, the priority require¬ 
ments of the various sources of supply have been so re¬ 
arranged that Phillips Petroleum may draw increasing 
quantities of gas from the higher priced sources. That 
the effect of these various supplemental agreements has 
been to increase the cost of gas approximately 100% 
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over the initial arrangement; this before anything more 
than a token amount of gas had been delivered and 
long before reaching the maximum amount to be de¬ 
livered under the original commitment. The Wisconsin 
Public Service Commission asserts that the purchase 
rate for said gas is grossly excessive. That a restoration 
of the initial contract price would permit a reduction 
in the resale rate from 5 to per mcf.” 

* * * * * 


[ 10220 ] 

“2. In view of the several consecutive increases in 
price for natural gas sold by Phillips Petroleum Com¬ 
pany to Michigan-Wisconsin Pipe Line Company which 
aggregate an increase of over 100% resulting in higher 
rates to distributing companies and to the ultimate con¬ 
sumers, investigate into the contract or contracts or ar¬ 
rangements between Michigan-Wisconsin Pipe Line 
Company and Phillips Petroleum Company and take 
such action with respect thereto as may be appropriate 
and proper and which will result in a fair and just rate 
to distributing companies and ultimate consumers of 
natural gas in Wisconsin and states similarly situated.” 

Field investigations by the staff of the Commission, pur¬ 
suant to the order of investigation in this docket, disclose 
that Phillips is engaged in extensive natural gas operations, 
including (1) the production, purchase, gathering and pro¬ 
cessing of natural gas produced in the States of Arkansas, 
Kansas, New Mexico, Oklahoma and Texas, (2) the trans¬ 
portation of natural gas produced in the State of Oklahoma 
to its Hansford Gasoline Plant in Hansford County, Texas, 
and (3) the sale of natural gas produced in the States named 
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in (1) above to numerous natural-gas pipeline companies, 
which are each a “natural-gas comapny,” for transportation 
by such pipeline companies across State lines to points in 
other States where the gas is resold for ultimate public con¬ 
sumption. 

Interstate sales of natural gas during 1948 by Phillips 
to natural gas pipeline companies for interstate transporta¬ 
tion and resale, and for which it received $5,350,064.92, in 
revenue, were as follows: 


[ 10221 ] 


Name of Natural Gas Company- 

Purchaser 

States of 
Production 
and Sale 

States of 
Consumption 

Mcf 

Sold 

Arkansas Louisiana Gas Co. 

Texas 

Louisiana 

Louisiana 

Texas 

Arkansas 

1.412.867 

Cities Service Gas Co. 

Oklahoma 

Oklahoma 

Kansas 

Missouri 

14.418,512 

Consolidated Gas Utilities Co. 

Oklahoma 

Oklahoma 

Kansas 

Missouri 

3.175.904 

El Paso Natural Gas Co. 

New Mexico 
Texas 

Texas 

New Mexico 

Arizona 

California 

41381.486 

Independent Natural Gas Co. 

(A wholly owned subsidiary of 
Phillips)' 

Texas 

Texas 

Louisiana 

Arkansas 

Oklahoma 

Kansas 

Nebraska 

Iowa 

Minnesota 

S. Dakota 

14.143,777 

Kansas-Nebraska Natural Gas Co. 

Kansas 

Kansas 

Nebraska 

354321 

Lone Star Gas Co. 

Oklahoma 

Texas 

418,884 
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Panhandle Eastern Pipe Line Co. 

Texas 

Oklahoma 

Texas 

Oklahoma 

Kansas 

Missouri 

Illinois 

Indiana 

Kentucky 

Michigan 

Ohio 

70,941,381 

Southern Natural Gas Co. 

Louisiana 

Mississippi 

Alabama 

Georgia 

120,265 

Southwestern Public Service Co. 

Texas 

Oklahoma 

9,638 

United Gas Pipe Line Company 


Oklahoma 

Louisiana 

2,795,865 


Total 


149.172,902 


[10222] 



In addition to such 

interstate 

sales of 

natural gas, 


Phillips entered into a contract on December 11, 1945, for 
the sale of natural gas to Michigan-Wisconsin Pipe Line 
Company (Michigan-Wisconsin) under which Phillips is 
obligated to supply the entire gas requirements of Michigan- 
Wisconsin, but not to exceed 343,000,000 cubic feet per day. 
The contract provides that such gas requirements are to be 
produced from certain dedicated acreage in Sherman and 
Hansford Counties, Texas, and in Texas County, Oklahoma, 
and are to be delivered to Michigan-Wisconsin at a point 
in Hansford County, Texas. The gas to be sold under the 
contract is in part to be produced by Phillips from its own 
wells and in part to be purchased from other producers and 
resold to Michigan-Wisconsin. 

Under certificates of public convenience and necessity 
issued by the Commission (Docket Nos. G-669 and G-1156), 
Michigan-Wisconsin has been authorized to construct and 
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operate facilities to provide an average annual sales capacity 
of 56,575,000 Mcf of natural gas. A further application is 
pending before the Commission (Docket No. G-1302) for 
authority to increase its facilities to provide pipe line capac¬ 
ity of 125,195,000 Mcf annually, equal to that originally con¬ 
templated for the ultimate project in Docket No. G-669. 

Michigan-Wisconsin is a “natural-gas company” under 
the Natural Gas Act and is engaged in the transportation of 
natural gas in interstate commerce and the sale thereof for 
resale for ultimate public consumption in the States of 
Missouri, Iowa, Wisconsin and Michigan. Phillips began 
deliveries of natural gas to Michigan-Wisconsin for resale 
on or about October 15,1949. 

[10223] 

The contract of December 11, 1945, has been amended 
by supplemental agreements dated September 11, 1946, Oc¬ 
tober 16, 1946, August 9, 1948, and December 1, 1949. Fur¬ 
thermore, on December 1, 1949, Phillips and Michigan-Wis- 
consin entered into two additional contracts for the purchase 
of gas from the Stratford Dome acreage in the Hugoton gas 
field of Texas and from the below sea level formation under¬ 
lying the so-called “Kathryn” acreage, also in the Hugoton 
field. The volume to be supplied under each of the two lat¬ 
ter contracts is dependent upon Phillips’ development pro¬ 
gram respecting the acreage committed by each contract 
to the supplying of the gas requirements of Michigan-Wis¬ 
consin and the gas supplied under the December 11, 1945 
contract, as amended, so that the total deliveries under the 
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three contracts will equal Michigan-Wisconsin’s estimated 
daily requirements of 343,000,000 cubic feet. 

The contract of December 11, 1945, as amended, and the 
contracts of December 1,1949, provide for certain base prices 
to be paid by Michigan-Wisconsin. These prices increase 
at 5-year intervals with adjustments based upon the Bureau 
of Labor Statistics’ Annual Index of Wholesale Prices of all 
Commodities, the resale price of natural gas by Michigan- 
Wisconsin and the prevailing field prices of gas in the Hugo- 
ton and Panhandle gas fields. 

As stated above, the present annual sales capacity of 56,- 
575,000 Mcf is proposed to be increased to 125,195,000 Mcf 
and it appears from staff estimates that the annual cost to 
Michigan-Wisconsin of 125,195,000 Mcf of natural gas which 
Phillips will supply to Michigan-Wisconsin under the con¬ 
tract of December 11, 1945, as amended, and the two new 
contracts 

[10224] 

of December 1, 1949, would be increased approximately 
$5,000,000 annually over the cost under the original contract. 
Furthermore, such contracts contain other provisions which, 
upon becoming operative in the future, may result in fur¬ 
ther substantial increases in the cost of gas to be supplied 
Michigan-W isconsin. 

Phillips has contracted to sell and is selling large vol- 
i umes of natural gas from the Panhandle and Hugoton gas 
fields to Panhandle Eastern Pipe Line Company, Northern 
Natural Gas Company, Independent Natural Gas Company, 
and El Paso Natural Gas Company at various prices sub- 
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stantially lower than the base prices specified in its con¬ 
tracts with Michigan-Wisconsin. 

Wherefore, it appears to the Commission that: 

It is necessary and desirable in the public interest that 
a public hearing be held to determine all relevant facts 
and circumstances surrounding the natural gas opera¬ 
tions of Phillips Petroleum Company to enable the 
Commission to determine 

(a) Whether Phillips Petroleum Company is a 
“natural-gas company” within the meaning of the 
Natural Gas Act; 

(b) Whether in connection with any transportation or 
sale of natural gas subject to the jurisdiction of 
the Commission, including sales to Michigan-Wis- 
consin Pipe Line Company, any rates, charges, or 
classifications 


[10225] 

demanded, observed, charged or collected by Phil¬ 
lips Petroleum Company, or any rules, regulations, 
practices, or contracts affecting such rates, charges, 
or classifications are unjust, unreasonable, unduly 
discriminatory or preferential. 

The Commission orders: 

(A) A public hearing to be held commencing at 10 a. 
m. (CST) on March 20, 1950, in the Federal Court 
Room, U. S. Post Office Building, Bartlesville, Ok- 
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lahoma, respecting all matters and issues set forth 
in this order and the Commission s order of investi¬ 
gation under date of October 28, 1948. 

(B) Interested State commissions may participate as 
provided by Sections 8 and 37 (f) [18 CFR 1.8 and 
1.37] of the Commission’s Rules of Practice and 
Procedure. 

By the Commission 

Leon M. Fuquay, 
Secretary. 

Date of Issuance: February 9, 1950 

[10307] 

FEDERAL POWER COMMISSION 

In the Matter of 

Phillips Petroleum Company 

Docket No(s). G-1148 

DESIGNATION OF PRESIDING OFFICER (S) 

The Commission, by order adopted February 9, 1950 as 
amended by orders adopted April 21, 1950, having directed 
that a hearing be held in the above-entitled matter (s), to 
convene at 10:00 (CST) o’clock am., on May 15, 1950, Ed¬ 
ward B. Marsh, Examiner is (are) hereby designated to 
preside at the said hearing. 

Done at Washington, D. C., this 4th day of May 1950, 
by authority of the Commission. 

[signed] Mon C. Wallgren 

Acting Chairman 
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[10527] 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: 

Mon C. Wallgren, Chairman; Thomas C. Buchanan, 
Claude L. Draper, Nelson Lee Smith and Harrington 
Wimberly. 

February 27, 1951 

In the Matter of 

Phillips Petroleum Company l 

Docket No. G-1148 

ORDER FIXING DATE OF HEARING 

On December 15, 1950, Phillips Petroleum Company 
(Phillips) filed a motion seeking an order continuing the 
hearing in this matter, then set for January 8, 1951, for the 
duration of the present National Emergency, and in support 
thereof alleged increased obligation in the national defense 
effort. On December 19, 1950, the Commission entered an 
order postponing the hearing to a date to be fixed by further 
order of the Commission. 

Thereafter, the City of Detroit, Michigan, intervener, 
filed a protest against any continuance. The State of Wis¬ 
consin and the Wisconsin Public Service Commission, inter¬ 
veners, filed a motion suggesting that the case be set for a 
day certain for the taking of a portion of the evidence; and 
Phillips filed a response in opposition thereto. Intervener 
Kansas City, Missouri, filed a motion asking that the pro¬ 
ceeding be set down for a complete hearing. The County of 
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Wayne, Michigan, intervener, filed a supporting motion 
favoring the setting of the proceeding for hearing. 

The Commission finds: 

Sufficient cause has'not been shown which justifies fur¬ 
ther postponement of the hearing upon the matters in¬ 
volved in this proceeding. 


The Commission orders: 


The hearing in this proceeding heretofore set for Jan¬ 
uary 8, 1951, be and the same is hereby reset to com¬ 
mence on April 3, 1951, at 10:00 a. m .(CST), in the 
Federal Court Hoorn, U. S. Post Office Building, Bartles¬ 
ville, Oklahoma. 


By the Commission. 


J. H. Gutride, 
Acting Secretary 


Date of Issuance: February 28, 1951 


[10538] 


UNITED STATES OF AMERICA 
BEFORE THE FEDERAL POWER COMMISSION 


IN THE MATTER OF 

PHILLIPS PETROLEUM COMPANY 

DOCKET NO. G-1148 

MOTION TO LIMIT ISSUES 

Respondent, Phillips Petroleum Company, moves the 
Commission to amend its order of February 9, 1950, defining 
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the issues in the above proceeding, by limiting the issues to 
be considered at the hearing set for April 3,1951, at Bartles¬ 
ville, Oklahoma, to a determination of whether Respondent 
is a “natural gas company’ 7 within the meaning of the Na¬ 
tural Gas Act. 

Respondent shows the Commission that such an amend¬ 
ment to said order is advantageous to the Commission, to 
Respondent, and is in the public interest for the following 
reasons: 

1. The Commission has on several occasions formally 
announced that in its opinion the Natural Gas Act does not 
give the Commission jurisdiction over independent pro¬ 
ducers and gatherers of natural gas. 1 No decisions of any 
court have held that the Commission was incorrect in this 
construction of the Act. Respondent is a producer and 
gatherer of natural gas, without affiliation with any inter¬ 
state transmission company, and does not operate any pipe 
lines for the interstate 


[10539] 

transmission of natural gas. Since the Natural Gas Act ex¬ 
pressly excludes “production and gathering” from its cover¬ 
age, and since the Commission has held that the legislative 
history of the Act indicates that the language was intended 
to exclude sales by independent producers and gatherers 


UN THE MATTER OF COLUMBIAN FUEL CORPORATION. 2 FPC. 200; 
IN THE MATTER OF FIN-KER OIL AND GAS PRODUCTION COMPANY, 
6 FPC 02: IN THE MATTER OF KANSAS-NEBRASKA NATURAL GAS 
COMPANY. INC. ET AL. 6 FPC 664: IN THE MATTER OF THE CHICAGO 
CORPORATION. 6 FPC 98: IN THE MATTER OF R. J. AND D. E. WHELAN, 
6 FPC 672: IN THE MATTER OF SUPERIOR OIL COMPANY. 7 FPC 627. 
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from the Commission’s jurisdiction, 3 the Commission’s jur¬ 
isdiction in this matter presents a serious question which the 
Commission must resolve before taking other action. In the 
event the Commission reaffirms its previous holdings as to 
its jurisdiction over such companies as Respondent, the hear¬ 
ing will be at an end and all evidence as to rates will neces¬ 
sarily be immaterial. When faced with a question upon 
which there is such serious doubt as here, the Commission’s 
duty to the public obligates it to see that neither its own staff 
nor Respondent is required to spend large amounts of time 
and money preparing and submitting evidence which may 
never be material. The complicated problems which will in¬ 
evitably arise in attempting to find proper standards for the 
regulation of producers and gatherers require months of 
intensive work and effort on the part of many members of 
the Commission’s staff and numerous of Respondent’s em¬ 
ployees, including many of its attorneys and executives. The 
combined efforts of the staff and Respondent will cost the 
public and Respondent hundreds of thousands of dollars, 
which expenditures will have been futile if the Commission 
reaffirms its previous decisions. The seriousness of the juris¬ 
dictional question presented makes it the Commision’s duty 
to the public not to require the presentation of rate testi¬ 
mony until that question shall have been determined. 

[10540] 

2. In order to determine whether Respondent’s rates 
and charges are reasonable and not unduly discriminatory, 
the Commission and Respondent are faced with many com- 

*IN THE MATTER OF COLUMBIAN FUEL CORPORATION, 2 FPC 200. 
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plicated and technical problems which have not heretofore 
arisen in the determination of such questions. "The compli¬ 
cated interrelationship between the natural gas industry 
and the oil industry” 9 requires that a thorough study be 
made both by the Commission and by Respondent, and that 
a great variety of methods be tested and applied before 
adopting any particular standards for the regulation of the 
rates and charges of a producer and gatherer. In the event 
the Commission determines that Respondent is a natural 
gas company, the Commission must then weigh and give 
its most concentrated consideration to the respective merits 
and advantages of the various standards of rate regulation 
which may be proposed. By including in one hearing both 
the question of its jurisdiction and the question of the stand¬ 
ards of regulation to be adopted, the Commission’s decision 
as to whether it has jurisdiction over producers and gather¬ 
ers will necessarily be long delayed, thus unduly extending 
the doubt and confusion now confronting the public and the 
oil and gas industry. If, on the other hand, the issue in this 
hearing is limited to the question of the Commission’s juris¬ 
diction, the evidence required of both the Commission’s staff 
and Respondent will be greatly reduced, the time required 
for the hearing will be materially shortened, and the Com¬ 
mission may bring the existing uncertainty and confusion 
to an end by reaching a prompt decision. 

[10541] 

3. Respondent is engaged in the production and manu¬ 
facture of many products which are of vital importance in 

•IN THE MATTER OF COLUMBIAN FUEL CORPORATION, 2 FPC 200. 
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the present Emergency declared by the President. Many of 
these products are manufactured in whole or in part from 
natural gas. In attempting to solve the complicated prob¬ 
lems arising in the search for the proper standards of rate 
regulation to be applied to a producer and gatherer, it is im¬ 
perative that many of Respondent’s technical experts and 
executives devote a large part of their time to the prepara¬ 
tion of rate testimony. These same employees are the ones 
who are the most valuable and the most needed in the de¬ 
fense effort. If the issue in this hearing is limited to the 
question of the Commission’s jurisdiction and the necessity 
for the preparation of rate testimony deferred until that 
question has been determined, these technical experts and 
executives can devote more of their time, experience, and 
ability to the defense effort now, when it is most needed. 

RESPECTFULLY SUBMITTED, 

RAYBURN L. FOSTER 
HARRY D. TURNER 
WARREN M. SPARKS 
KENNETH HEADY 

/s/ Warren M. Sparks Attorneys for Phillips Petroleum 
Of Counsel Company 


[10542] 


STATE OF OKLAHOMA 
COUNTY OF WASHINGTON 

Before me a Notary Public in and for said county and 
state personally appeared Warren M. Sparks who, being 
duly sworn, deposes and says: 
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Affiant is one of the attorneys of record of Phillips Pe¬ 
troleum Company in the above proceeding and is authorized 
to make this verification for and on behalf of Phillips Pe¬ 
troleum Company. Affiant makes this verification for Phil¬ 
lips Petroleum Company in lieu of one of its officers for the 
reason that affiant is best informed of the facts stated in the 
above motion. Affiant has read the above and foregoing 
motion and knows of his own knowledge that the facts 
stated therein are true and correct. 


/s/ Warren M. Sparks 
Warren M. Sparks 

Subscribed and sworn to before me this 24th day of 
March, 1951. 

/s/ Betty Langford 

My commission expires: 

June 25, 1951 

(SEAL) 


[10543] 

CERTIFICATE OF SERVICE 

I hereby certify that I have this day served the fore¬ 
going document on parties of record in this proceeding by 
mailing a copy hereof properly addressed to the following: 

Ike Murry 

Attorney General of Arkansas 
Capitol Building 
Little Rock, Arkansas 
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State Corporation Commission of the 
State of Kansas 
New England Building 
Topeka, Kansas 

William E. Torkelson, Chief Counsel 
Public Service Commission of Wisconsin 
Madison 2, Wisconsin 

Floyd Green, Conservation Attorney 
Corporation Counsel of Oklahoma 
Oklahoma City, Oklahoma 

Joe L. Martinez, Attorney General 
George A. Graham, Attorney 
State of New Mexico 
Santa Fe, New Mexico 

Frank G. Schemanske 
Corporation Counsel for the City of Detroit 
301 City Hall 
Detroit 26, Michigan 

Thomas E. Fairchild, Attorney General 
Stewart G. Honeck, Deputy 
State of Wisconsin 
Madison, Wisconsin 

Price Daniel 

Attorney General of Texas 

Charles E. Crenshaw 

Everett Hutchinson 

Assistant Attorneys General 

Attorneys for Railroad Commission of Texas 

Capitol Station 

Austin, Texas 

C. E. Nethken, Chairman 

Public Service Commission of West Virginia 

Charleston, West Virginia 
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[10544] 


S. L. Digby 

Commissioner of Conservation of the 
State of Louisiana 
State Capitol Building 
Baton Rouge, Louisiana 

Bolivar E. Kemp, Jr. 

Attorney General of the State of Louisiana 
State Capitol Building 
Baton Rouge, Louisiana 

C. E. Bailey, Attorney 

The Texas County Land and Royalty Association 
201-7 City National Bank Building 
Guymon, Oklahoma 

Gerald K. O’Brien 

Wayne County Prosecuting Attorney 
Leonard Simons 

Special Assistant Prosecuting Attorney 
3400 Guardian Building 
Detroit 26, Michigan 

John W. Kyle, Attorney General 
State of Mississippi 
State Capitol Building 
Jackson 5, Mississippi 

David M. Proctor 
City Counselor 
Jerome M. Joffee 

Special Utilities and Legislative Counsel 
2800 City Hall 
Kansas City 6, Missouri 
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L. Alvis Vandygriff, General Counsel 
Texas Independent Producers and Royalty 
Owners Association 
802 Brazos 
Austin 1, Texas 

Hayden W. Head 
P. O. Box 934 
Austin 65, Texas 

Cecil N. Cook, Attorney 

Old Ocean Royalty Owners Association 

Butler, Binion, Rice & Cook 

Attorneys at Law 

3000 Gulf Building 

Houston 2. Texas 

Walter J. Mattison, City Attorney 
City of Milwaukee 
200 East Wells Street 
Milwaukee 2, Wisconsin 

[10545] 

Oliver J. Todd 

Port Neches Royalty Owners Association 
1046 Melle Esperson Building 
Houston, Texas 

Wesley E. Disney, General Counsel 
Independent Natural Gas Association of America 
918 Sixteenth Street, Northwest 
Washington 6, D. C. 

Dated this 27th day of March, 1951. 

/s/ Warren M. Sparks 
Attorney for Phillips Petroleum 

Company 
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[10754] 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: 

Mon C. Wallgren, Chairman; Thomas C. Buchanan, 
Claude L. Draper, Nelson Lee Smith and Harrington 
Wimberly. 

April 16, 1951 

In the Matter of 

Phillips Petroleum Company 

Docket No. G-1148 

ORDER GRANTING MOTION TO LIMIT ISSUES 

On March 27, 1951, Phillips Petroleum Company (Phil¬ 
lips), Respondent herein, filed with the Commission a mo¬ 
tion requesting that the Commission amend its order of 
February 9, 1950, by limiting the issues to be considered at 
the hearing set for April 3, 1951, “to a determination of 
whether Respondent is a ‘natural gas company’ within the 
meaning of the Natural Gas Act.” 

The reasons stated by Phillips in support of its motion 
filed March 27, 1951, may be summarized as follows: 

The Commission has on several occasions formally 
announced that in its opinion the Natural Gas Act does 
not give the Commission jurisdiction over independent 
producers and gatherers of natural gas, and no decisions 
of any court have held that the Commission was incor¬ 
rect in this construction of the Act. The Commission’s 
jurisdiction in this matter presents a serious question 
which must be resolved before the Commission can take 
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other action, and the Commission’s duty to the public 
obligates it to see that neither its own staff nor Phillips 
is required to spend large amounts of time and money 
preparing and submitting evidence as to rates which 
may never be material. The seriousness of the jurisdic¬ 
tional question presented makes it the Commission’s 
duty to the public not to require the presentation of rate 
testimony until that question shall have been determ¬ 
ined. 

In the event the Commission determines that Phil¬ 
lips is a natural gas company, the Commission must 
then give consideration to the respective merits and 
advantages of various standards of rate regulation 
which may be proposed. By including in one hearing 
both the question of its jurisdiction and the question 
of the standards of regulation to be adopted, the Com¬ 
mission’s decision with respect to the issue of jurisdic¬ 
tion will long be delayed, thus unduly extending the 
doubt and confusion now confronting the public and 
the oil and gas industry. If however, the hearing now 
in progress is limited to the question of the Commis¬ 
sion’s jurisdiction, the existing uncertainty and confus¬ 
ion in this respect may be brought to an end through a 
prompt decision on this issue. 

[10755] 

Phillips is engaged in the production and manufac¬ 
ture of many products which are of vital importance in 
the present Emergency declared by the President. Many 
of these products are manufactured in whole or in part 
from natural gas. If the scheduled hearing is limited 
to the issue of jurisdiction, company technical experts 
and executives can devote their time to the defense ef¬ 
fort, whereas if the issues are not so limited these same 
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company employees must devote a large part of their 

time to preparation of rate testimony and evidence. 

Phillips alleges that for these reasons the requested 
amendment is advantageous to the Commission, to Phillips, 
and is in the public interest. 

Objections to the granting of the motion have been 
filed by the City of Kansas City, Missouri; the City of Mil¬ 
waukee, Wisconsin; the City of Detroit, Michigan; the Coun¬ 
ty of Wayne, Michigan; the Commission’s Staff; and the 
State and the Public Service Commission of Wisconsin, the 
latter two requesting oral argument on the motion. 

The following have submitted statements in support of, 
or consent to the granting of, the motion filed by Phillips: 
Oil and Gas Commission of Arkansas; the State of Texas; 
the State of New Mexico and the Oil Conservation Commis¬ 
sion of New Mexico; Corporation Commission of Oklahoma; 
Independent Natural Gas Association; Texas Independent 
Producers and Royalty Association, et al; Port Neches 
Royalty Owners Association; Old Ocean Royalty Owners 
Association, et al; Corporation Commission of Kansas; State 
of Mississippi and Oil and Gas Board of Mississippi; Com¬ 
missioner of Conservation of State of Louisiana; Texas 
County Land and Royalty Association. 

On October 29, 1948, the Commission issued its order 
herein instituting an investigation of Phillips for the purpose 
of enabling the Commission: 

(A) To determine with respect to the Respondent: 

(i) Whether it is a natural-gas company within 
the meaning of the Natural Gas Act; and 

(ii) Whether, in connection with any transporta¬ 
tion or sale of natural gas, subject to the juris- 
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diction of the Commission, any rates, charges, 
or classifications demanded, observed, charged, 
or collected, or any rules, regulations, prac¬ 
tices or contracts affecting such rates, charges, 
or classifications are unjust, unreasonable, un¬ 
duly discriminatory, or preferential, and 

(B) If it shall find, after hearing, that the Respondent 
is a natural-gas company within the meaning of 
the Natural Gas Act, and that any of Respondent’s 
rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the 

[10756] 

jurisdiction of the Commission, are unjust, unreas¬ 
onable, unduly discriminatory, or preferential, to 
determine and fix by order or orders just and 
i reasonable, non-discriminatory or non-preferential 

rates, charges, classifications, rules, regulations, 
practices, or contracts to be thereafter observed 
and in force. 

On February 9, 1950, the Commission issued its order 
herein specifying issues and ordering that a public hearing 
be held on March 20, 1950. 

respecting all matters and issues set forth in this 
order and the Commsision’s order of investigation 
under date of October 28, 1948. 

The date fixed for hearing by the Commission’s order 
issued February 9, 1950, has been postponed from time to 
time by Commission order, and said hearing began on April 
3, 1951, and is now in progress. 

On July 6, 1950, Phillips filed with the Commission a 
motion requesting that the issues herein be limited to a de- 
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termination of whether or not Phillips is an independent 
producer and gatherer of natural gas within the meaning of 
the Commission’s Order No. 139 and Section 03.79 of the 
rules of the Commission. This motion was dismissed by the 
Commission’s order issued July 25,1950, on the grounds that 
the motion raised questions which became moot when the 
Commission’s Order No. 139 was rescinded by the Commis- 
ion’s Order No. 154 dated July 11, 1950. 

Upon consideration of the motion to limit issues filed 
herein by Phillips on March 27, 1951, of the Commission’s 
orders issued herein, and all of the foregoing, the Commis¬ 
sion finds: 

(1) Although the Commission by order has set forth 
the issues to be heard herein, the order in which 
such issues shall be heard has not been prescribed. 

(2) Orderly procedure requires that the following is¬ 
sue, heretofore set forth in the Commission’s orders 
issued herein, first be heard at the hearing now in 
progress, viz: 

Whether Phillips Petroleum Company is a 
“natural-gas company” within the meaning of 
the Natural Gas Act. 

(3) Orderly procedure requires, and it is in the public 
interest, that hearing be held upon and a determin¬ 
ation made by the Commission of the issue of whe¬ 
ther Phillips Petroleum Company is a “natural-gas 
company” within the meaning of the Natural Gas 
Act, before hearing is held upon any other issue 
in this proceeding. 

[10757] 

(4) Hearing upon issues herein other than that set 
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forth in paragraph (2) hereof should be held as 
soon as practicable after hearing upon said issue, 
at a time and place to be fixed by further order of 
the Commission. 

(5) The motion to limit issues filed by Phillips on 
March 27, 1951, should be granted to the extent 
hereinafter ordered, and in all other respects should 
be denied. 

The Commission orders: 

(A) The matters to be presented at the public hearing 
now in progress shall be only those relevant to the 
following issue set forth in the Commsision’s order 
of investigation issued October 29, 1948, to-wit: 

Whether Phillips Petroleum Company is a 
“natural-gas company” within the meaning of 
Natural Gas Act. 

(B) A public hearing be held upon the remaining issues 
set forth in the Commission’s order of investigation 
issued October 29, 1948, at a time and place to be 
fixed bv further order of the Commission. 

w 

(C) The Motion to Limit Issues, filed herein by Phil¬ 
lips Petroleum Company on March 27, 1951, is 
granted to the extent herein ordered, and in all 
other respects is denied. 

By the Commission. Commissioner Buchanan dissenting. 

LEON M. FUQUAY 
Leon M. Fuquay, 
Secretary. 


Date of Issuance: April 17, 1951 
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[10758] 

In the Matter of 

Phillips Petroleum Company 

Docket No. G-1148 

BUCHANAN, Commissioner, dissenting: 

It is with great regret that in what may seem to be a 
purely procedural step I find it necessary to dissent from my 
colleagues. 

While the action of the majority seems to have the 
merit of attempting to put first things first and also of seek¬ 
ing an orderly procedure in the public interest, it is my 
judgment that the action may have the opposite result. 

Whatever our decision may ultimately be on the juris¬ 
dictional question, there can be little doubt that an attempt 
will be made by the aggrieved party to appeal that decision, 
although a question has already been raised on the record 
whether the parties complaining of the rates charged by 
Phillips would be an “aggrieved party” for purposes of ap¬ 
peal in the absence of a determination of the merits of the 
rate issue. But even if an appeal may ultimately be taken, 
it does not follow that the rights of the parties complaining 
of the rates charged are fully protected, if the effect of the 
procedure followed is to unnecessarily delay a rate reduc¬ 
tion to which it may be found they are entitled. 

[10759] 

Our experience in those cases where jurisdiction was 
the sole major issue indicates that the average time elapsed 
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between the date of the conclusion of the formal hearing 
and the date of the final decision, judgment or decree in the 
appellate courts exceeds three years. 1 So it would appear 
that upon conclusion of our hearings on the jurisdictional 
issue, even if we find that the Natural Gas Act confers juris¬ 
diction, the State of Wisconsin and the City of Detroit, 
Michigan, must wait three years before the substantive 
issue in which they are interested — just and reasonable 
rates — can be pursued to final hearing before this Com¬ 
mission. 

In other words, if the present rates are excessive, re¬ 
duction of those rates will be postponed by as much as three 
years more than if the jurisdictional and substantive issues 
were tried simultaneously. Unfortunately, under the situa¬ 
tion created by the Commission’s action severing the two 
issues for hearing purposes, there is no way for the com¬ 
plainants against Phillips’s rates to ever recover 


[10760] 

payment of the three years of excessive rates, if those rates 
should ultimately be found to be excessive, because the 
Natural Gas Act makes no provision for reparations. 


J Court reviews of Commission orders in the method provided by statute have 
included nine cases in which a jurisdictional question was the only major issue. 
In those nine cases an average of approximately 40 months elapsed between the 
conclusion of the formal Commission hearing and the final court judgment and 
decree. The cases are: FPC v. East Ohio Gas Co., 338 U. S. 46*1; Connecticut L. 
& P. Co. v. FPC, 324 U. S. 515; Jersey Central P. Sc L. Co. v. FPC, 319 U. S. 61; 
Montana Power Co. v. FPC, 185 F. 2d 491; Border Pipe Line Co. v. FPC, 171 F. 
2d 149; Cia Mexicana de Gas S. A. v. FPC, 167 F. 2d 80*1; Georgia Power Co. v. 
FPC, 152 F. 2d 908; Wisconsin PSC v. FPC, 147 F. 2d 743; Hartford El. Ll Co. 
v. FPC, 131 F. 2d 953. 
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Furthermore, I believe that an examination made of 
the past practices of the Federal Power Commission in rate 
cases will reveal no single instance where the jurisdictional 
question was separated from the rate question, and there 
are good reasons for this practice. If the two issues were 
heard together in the instant case, as has been the practice 
of the Commission, where do the equities fall? The answer 
seems obvious: chiefly inconvenience to Phillips, on the one 
hand, and possible savings of three years excessive rates to 
the ultimate consumers, on the other. 

In this connection, I believe what was said sometime 
ago in an extemporaneous statement by an early and re¬ 
spected member of this Commission is pertinent here: 

“* * * I am very frank to say that in the position I find 
myself in, understanding that I am one of the five gen¬ 
tlemen who are to represent the public’s interest, I hope, 
knowing all the time that we do represent the public, 
that if after a thorough study of this problem, I should 
have a lively doubt about it, I would unhesitatingly re¬ 
solve that doubt in favor of the public interest, and for 
this reason, as far as I am concerned: that if in resolv¬ 
ing that doubt in favor of the public interest, I may 
have unwittingly done the applicant an injustice, that 
injustice may be relieved and corrected by an opinion 
of the Supreme Court; whereas, if I should resolve the 
doubt against the public interest, I 

[10761] 

do not now presently think of any effective means by 
which the public interest could be protected against my 
injudicious decision. For that reason I would resolve a 
real doubt in favor of the public interest. * * * ” 3 
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I would deny the motion filed by Phillips. 

'Commissioner McNinch in the hearing upon the application 
of The Appalachian Electric Power Company, Project No. 
739, February 17, 1931, T .254. 


Thomas C. Buchanan, Commissioner 

April 17,1951 

Date of Issuance: April 17, 1951 

[10774] 

UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: 

Mon C. Wallgren, Chairman; Thomas C. Buchanan, 
Claude L. Draper, Nelson Lee Smith and Harrington 
Wimberly. 

May 31, 1951 

In the Matter of 

Phillips Petroleum Company 

Docket No. G-1148 

ORDER GRANTING MOTION FOR OMISSION OF 
INTERMEDIATE DECISION PROCEDURE AND 
FIXING DATE FOR ORAL ARGUMENT 

At the conclusion of the hearing in this matter, Com¬ 
mission staff counsel made an oral motion before the Presid¬ 
ing Examiner, pursuant to Section 1.30(c) of the Rules of 
Practice and Procedure, requesting that the intermediate 
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decision procedure be omitted. This motion was concurred 
in by counsel for respondent and all counsel present. In 
concurring in the motion for omission of the intermediate 
decision procedure, counsel for respondent requested oral 
argument before the Commission and all counsel joined in 
this request. 

The Presiding Examiner has fixed June 22, 1951, as the 
date for the filing of initial briefs and July 5, 1951 for the 
filing of reply briefs. The motions for the omission of the 
intermediate decision procedure and for oral argument have 
been referred to the Commission for its consideration. 

The Commission finds: 

Good cause exists for omitting the intermediate decis¬ 
ion procedure and for setting the matter for oral argu¬ 
ment. 

The Commission orders: 

(A) The motion for omission of the intermediate decis¬ 
ion procedure be and the same is hereby granted. 

(B) The matters involved and the issues presented in 
this proceeding be and the same are hereby set for 
oral argument before the Commission commencing 
at 10:00 a. m. (EDST), on July 9, 1951, in Confer¬ 
ence Room “B” of the Departmental Auditorium, 
Constitution Avenue between 12th and 14th Streets, 
N. W., Washington, D. C. 


By the Commission. 


Date of Issuance: June 1, 1951 


J. H. Gutride, 
Acting Secretary. 
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UNITED STATES OF AMERICA 
Federal Power Commission 

Before Commissioners: Mon C. Wallgren, Chairman; 
Thomas C. Buchanan, Claude L. Draper, Nelson Lee Smith 
and Harrington Wimberly. 

August 16,1951 


Opinion No. 217 


In the Matter of 

Phillips Petroleum Company 


Docket No. G-1148 
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OPINION 

BY THE COMMISSION: 

This- is a proceeding to determine whether Phillips 
Petroleum Company (Phillips) is a “natural-gas company”, 
as that term is defined in the Natural Gas Act. By our 
order of October 28, 1948, in Docket No. G-1148, an in¬ 
vestigation was instituted to determine the foregoing ques¬ 
tion, and if Phillips should be found to be a “natural-gas 
company”, whether any of its rates, subject to the Com¬ 
mission’s jurisdiction, are unjust or unreasonable. Hearings 
before an Examiner in Bartlesville, Oklahoma, were begun 
on April 3, 1951, and concluded on May 23, 1951. By our 
order of April 16, 1951, we directed that matters to be pre¬ 
sented at the hearings be only those relating to the first 
issue, whether Phillips is a “natural-gas company”, and 
that a further hearing be held at a date to be fixed later 
as to the remaining issues. 

The transcript covers approximately 6,000 pages, and 
some 196 exhibits were received in evidence, covering many 
thousands of pages. 

Following the granting of an unopposed request by 
Staff Counsel for omission of the intermediate decision pro¬ 
cedure, the entire Commission heard oral argument of the 
single issue for two days, July 9 and 10, 1951. 

Some indication of the importance of and interest in 
this case may be gained from noting the intervenors. These 
included the following States, or their agencies: Louisiana, 
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Michigan, Mississippi, Arkansas, Kansas, New Mexico, Okla¬ 
homa, Texas, West Virginia, and Wisconsin. Also inter¬ 
vening, were Wayne County, Michigan, and the Cities of 
Detroit, Michigan; Kansas City, Missouri; and Milwaukee, 
Wisconsin. Others include the Independent Natural Gas 
Association of America, Old Ocean Royalty Owners Associ¬ 
ation, The Texas County Land and Royalty Association, and 
Texas Independent Producers and Royalty Owners Associ¬ 
ation. 


PHILLIPS' OPERATIONS 

Phillips and its subsidiaries constitute one of the larger 
integrated units in the petroleum industry, owning in the 
United States reserves of crude oil, distillate, natural gas, 
and natural gasoline and other natural-gas liquids in the 
Mid-Continent, Illinois, West Texas and New Mexico, Rocky 
Mountain, and Gulf Coast areas. Similarlv owned are nat- 

/ V 

ural gasoline plants, crude oil refineries, chemical plants, 
and carbon black plants. Still other properties include 
crude-oil pipe lines, refined-products pipe lines, and market 
outlets throughout the Central United States and the Rocky 
Mountain area and adjacent areas. 

This integrated business includes: (1) acquisition and 
development of prospective and proved oil and gas leases 
and lands, production and purchase of crude oil, distillates, 
natural gasoline, and natural gas and derivatives thereof; 
(2) gathering by pipe 
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line and transporting by pipe line and other means crude 
oil, distillate, natural gasoline, and other natural-gas liquids, 
and refined products; (3) refining of crude oil and distillate 
for the production of refined products; (4) processing of 
natural gas for the production of natural gasoline and other 
natural-gas liquids, including the treatment necessary to 
prepare the natural gas for sale to pipe lines of other 
companies which transport and distribute the natural gas 
to industrial and household consumer markets; (5) pro¬ 
duction and sale of numerous petroleum chemicals, such as: 
anhydrous ammonia and nitrogenous fertilizers, including 
ammonium nitrate, ammonium sulphate, and ammonia solu¬ 
tions; furnace carbon blacks made from oil; pure hydro¬ 
carbons for anti-knock reference standards; research grade 
hydrocarbons; solvents; organic sulphur chemicals; and 
other specialty chemical products; and (6) marketing of 
crude oil, natural gas, distillate, and the products thereof. 

As a source of the gross operating revenue of this in¬ 
tegrated business for the year 1949, natural gas contributed 
4.2% of the total. The percentage of net income from natural 
gas for that year, however, was estimated to be possibly 
two or three times greater than its percentage of gross 
operating revenue. The relative contributions from the 
various phases of the integrated business vary wddely from 
year to year. 

Notwithstanding these percentage figures, Phillips Pe¬ 
troleum Company is clearly a very large producer and 
processor 
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of natural gas. Its total sales of natural gas amounted to 
416,273,797 Mcf in 1949 and to 499,699,396 Mcf in 1950. Of 
these amounts, 220,881,579 Mcf were sold in 1949, and 
324,500,988 Mcf in 1950 to companies reporting to the Com¬ 
mission as “natural-gas companies.” 

Approximately 85% of Phillips’ leased acreage lies in 
the southwestern States of Arkansas, Louisiana, Mississippi, 
New Mexico, Oklahoma, and Texas, with over 60% of the 
total in Texas. In 1950, it owned leases covering 8,757,452 
gross acres in the United States, of which 841,451 were 
developed and 7,404,467 were undeveloped. On December 
31, 1949, Phillips owned or controlled by contract 15.22 
trillion cubic feet (14.65 p. s. i. a.) of proved gas reserves 
and 1,247,664,000 barrels of proved reserves of crude oil, 
natural gasoline, and other natural-gas liquids located with¬ 
in the United States. 

A substantial part of the natural gas produced and pur¬ 
chased by Phillips flows from the producing wells through 
its own pipe lines for processing and preparation for market 
or other disposition at processing plants owned and oper¬ 
ated by Phillips. In April 1950, it owned approximately 
4,380 miles of gathering, residue, and other gas lines in 
Arkansas, Kansas, Oklahoma, Texas, and New Mexico. It 
also then owned and operated 25 natural gasoline plants, 
19 in Texas, 4 in Oklahoma, and 2 in New Mexico. It has 
a part interest in 10 other plants, 3 of which it operates. 
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It may thus be observed that Phillips’ operations are 
diverse and widespread. However, the evidence of record 
focuses attention on its natural-gas operations relating to 
certain sales of gas by Phillips to Michigan-Wisconsin Pipe 
Line Company (Michigan-Wisconsin), Panhandle Eastern 
Pipe Line Company (Panhandle), Independent Natural Gas 
Company (Independent), El Paso Natural Gas Company 
(El Paso), and Cities Service Gas Company (Cities Serv¬ 
ice). On the record here, any jurisdiction over Phillips as 
a “natural-gas company” must rest on one or more of these 
operations. 

Under the Natural Gas Act, Phillips is a “natural-gas 
company” if it is engaged in the “transportation of natural 
gas in interstate commerce” or the “sale in interstate com¬ 
merce of such gas for resale.” Section 2(6). The pro¬ 
visions of the Act apply to such “transportation” and such 
“sale”, but are made expressly inapplicable to “production 
or gathering” of natural gas. Section 1(b). 

Phillips contends that gathering is an “operation con¬ 
ducted for the purpose of collecting gas to a central point 
in or near the field of production and conditioning it for 
disposal at or near said point, including such processing 
as may be required or may be desirable for the particular 
disposal and that gathering does not end until sale and 
delivery of the gas at the discharge or tailgate of the 
plant to the interstate transmission company.” It thus 
argues that the exemption of “production and 
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gathering” precludes a conclusion that its movement of 
gas is “transportation” and that any of its “sales” are juris¬ 
dictional within the meaning of Section 1(b). 


The Staff contends that the “ult imate in gatherin g, has 
been accomplished when a volume of gas has been as¬ 
sembled in a pipe lin e as a commi ngled, homogenous jnass 
at or prior to the point_ where such pipe lin e (1) enters a 
processing plant enclosure, or (2) connects wi th a trans¬ 


mission pipe line.” The function of certain of Phillips’ lines, 
it is said, is therefore to “transport” gas from points where 
gathering has been completed to processing plants, Phillips 
thus being engaged in jurisdictional “transportation” and 
“sales” under Section 1(b). But it is argued by others that 
Phillips’ “sales” are jurisdictional irrespective of where 
“gathering” is completed. 


With these contentions among others particularly in 
mind, we turn to the facts relating to Phillips’ sales to 
the aforementioned 5 companies: 


Michigan-Wisconsin .—Under one contract, Phillips sells 
and delivers to Michigan-Wisconsin, gas produced from 
certain wells in the South Hugoton Field in Dallas, Sher¬ 
man, and Hansford Counties in Texas, and Texas County 
in Oklahoma. Under a later contract, Phillips sells and 
delivers to Michigan-Wisconsin 


[10827] 

certain “excess” gas produced by wells in the Stratford 
Acreage in Sherman County, Texas, known as the “Area 
A Acreage.” 
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Pressures at the well-mouth vary from 250 to 300 
pounds per square inch, under which the gas flows without 
compression to the facilities of Michigan-Wisconsin, as de¬ 
scribed below. All of this gas, which is gas-well, or dry gas, 
flows from 388 connected wells, 300 producing sweet gas 
and 88 producing sour gas. 1 

[10828] 

By means of pipe lines of various size owned and oper¬ 
ated by Phillips, this gas flows from the wells to Phillips , 
Sherman processing plant in Hansford County, Texas. 
Among these, the following merit special note: 

(1) Line H, which is 16 inches in diameter, extends 
from the westerly portion of Texas County, Okla¬ 
homa, in a general southeasterly direction to the 
Sherman plant, a distance of about 22 miles. This 
line crosses the State boundary at a point about 
12y> miles from the Sherman Plant. Line H-2, 10 
inches in diameter, crosses the State boundary and 
connects with line H at a point about 200 yards 
east of the point where the latter line crosses the 
State boundary. From the interconnection of lines 
H and H-2 to the Sherman plant enclosure, a dis¬ 
tance of about 12M> miles, there is no pipe-line 
connection with line H, and gas collected from 
wells in Texas County flows through this line. 

(2) Line G, 24 inches in diameter, extends from the 
easterly portion of Texas County, Oklahoma, to 
the Sherman plant. It crosses the State boundary 
about 14 miles east of the plant, and for the last 


^‘Sour gas” is gas containing sulphur content in excess of that permitted under 
the sales contract: gas otherwise is referred to as "sweet gas." 
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12% miles runs in a westerly direction. Line B, 
10 inches in diameter, bringing gas produced in 
Texas County, Oklahoma, and Hansford County, 
Texas, connects with line G at a point approxi¬ 
mately 4% miles west of the point where line G 
crosses the State boundary. Between the latter 
point and a point 8 miles east of the Sherman 
plant, lines from some 10 wells in Hansford County 
connect with line G. The commingled gas then 
flows the remaining distance of 8 miles to the 
Sherman plant enclosure. 

(3) By means of lines of varying diameter up to 24 
inches, owned and operated by Phillips, gas flows 
from wells in the Stratford acreage in Sherman 
County, Texas, to the site of a proposed booster 
station in the northeasterly 

[10829] 

portion of Sherman County. From this point, the 
gas is carried a distance of 13 miles northeasterly 
to the Sherman plant enclosure by three parallel¬ 
ing lines, M, N, and O, each 24 inches in diameter. 
Line M carries sweet gas, and line O carries sour 
gas. Each line carries its total mass of gas at con¬ 
stant volume. Line N carries a mixture of sweet 
and sour gas. Gas from 14 wells flows into line N 
through two lines connecting at a point about 5 
miles from the Sherman plant enclosure. The 
amount of gas thus added to line N is slight in 
relation to the total volume in line N. 

Within the Sherman plant enclosure, gas from lines G, 
H, M, and N is commingled in a common header, and then 
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flows through a bank of three sweet-gas scrubbers to re¬ 
move dust, pipe rust, and other foreign matter. Likewise, 
gas from line O flows through a bank of three scrubbers, 
and is then treated for removal of hydrogen sulphide to 
meet the sales contract specifications. 

Next, all the foregoing gas flows to a common header 
where it is commingled, and then flows through a bank 
of 10 absorbers, where the content of heavier hydrocarbons 
is reduced in conformity with the requirements of the sales 
contracts. 

Thereafter, the gas flows through a bank of outlet 
scrubbers into another common header where it is again 
commingled. Thence it flows in two lines, each 24 inches 
in diameter, a distance of about 200 yards to a connection 
with another line, 30 inches in diameter, through which 
the gas flows about 100 yards to a bank of 6 sales meters 
just inside the plant fence. The point of sale and delivery 
to Michigan-Wisconsin is at the outlet of said meters which 
are connected with two pipe lines, each 24 inches in di¬ 
ameter, owned and operated by Michigan-Wisconsin. 

[10830] 

From this point, Michigan-Wisconsin owns and operates 
a natural-gas pipe-line system extending through the States 
of Oklahoma, Kansas, Missouri, Iowa, Illinois, Indiana, Wis¬ 
consin, and Michigan. By means of this system, Michigan- 
Wisconsin transports gas purchased from Phillips for sale 
for ultimate public consumption in the States of Missouri, 
Iowa, Wisconsin, and Michigan. Phillips is the sole supplier 
of the gas requirements of Michigan-Wisconsin. 
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Panhandle Eastern. — Phillips sells gas to Panhandle 
under two contracts, the gas being produced or purchased 
by Phillips from other producers in two different areas: 

(South Hugoton Field) Under one contract, Phillips 
dedicated about 175,000 acres of leases owned by it in por¬ 
tions of the South Hugoton Field in Sherman and Hansford 
Counties in Texas, and in Texas County in Oklahoma. 

The gas is collected through pipe lines, owned and 
operated by Phillips, which connect to 89 wells and carry 
gas to Phillips’ Hansford plant. 84 produce sweet gas, and 
5, sour gas. The well-mouth pressure varies from 325 to 350 
pounds per square inch, which is sufficient to carry the 
gas, without compression, through the Phillips’ facilities 
to Panhandle. 

The following larger lines should be noted: 

(1) Gas from w T ells in Texas County, Oklahoma, flows 
into lines A, B, D, E, and F, all of which increase 
in diameter as they near the 

l 

■ 

[10831] 

I 

Hansford plant enclosure, where the diameter of 
A is 20 inches and of each of the others, 16 inches. 
Lines A and B lie wholly within the State of Texas, j 
but are connected with lines bringing gas from 
wells in Texas County, Oklahoma. Throughout 
most of their length, lines D, E, and F lie in the 
State of Oklahoma and are connected with lines 
bringing gas from wells within that State only. 

(2) Gas from wells in Sherman and Hansford Coun-1 
ties, Texas, flows into lines A and B, already men- i 


! 


1695 




10831 


tioned, and into a third line C, which is 16 inches 
in diameter at the Hansford plant enclosure. Line 
C lies wholly within the State of Texas, as do all 
wells connected with it. 

At a point near, but outside, the Hansford plant south 
fence, lines A, B, and C connect to a common header where 
the gas from the lines is commingled. Thence, the gas flows 
into a line, 24 inches in diameter, into the plant enclosure 
to the absorber intake header. 

At a point inside the north fence line of the Hansford 
plant, lines D, E, and F connect to a common header where 
the gas from these lines is commingled. Thence, the com¬ 
mingled gas flows through a line, 24 inches in diameter, to 
the absorber intake header. 

In the absorber intake header, all the gas processed in 
the Hansford plant is commingled. It then flows through 
a bank of four absorbers where the hydrocarbon content 
is reduced in conformity with the requiresments of the sales 
contract. From here, the gas flows into the absorber out¬ 
let header, and then through a bank of scrubbers. Thence, 
it moves to dehvdrators for removal of excess moisture. 

Thereafter, the gas flows about 240 feet in a line, 24 
inches in diameter, to a meter run of four sales meters, 
owned and operated by Phillips and located just inside the 
plant fence. 

[10832] 

The point of sale and delivery to Panhandle is at the outlet 
of the meters which are connected with a line, 22 inches 
in diameter, owned and operated by Panhandle. 
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(West Panhandle Field) Under another contract, Phil¬ 
lips sells gas to Panhandle at Phillips’ Sneed plant in Moore 
County, Texas. Gas destined for this sale, which is pro¬ 
duced from wells in Moore County, comes from acreage in 
the northeastern part of that County. It flows through a 
number of lines which connect the wells with line A, and 
thence to the Sneed plant, all such lines being owned and 
operated by Phillips. 3 Line A extends about 30 miles from 
the northeastern corner of Moore County, Texas, to the 
south central portion of Hutchison County, Texas. This 
line is normally used by Phillips to move gas from Moore 
County to Phillips’ Rock Creek plant in Hutchison County, 
but at times the flow is reversed. 

That portion of the gas in line A destined for sale to 
Panhandle enters two lines, 18 inches in diameter, which 
connect with line A about 11 miles south of line A’s north¬ 
ernmost point in Moore County. These two lines connect 
with a line, 24 inches in diameter, near the east plant fence 
of Phillips’ Sneed plant. 

Thence, the gas flows through a bank of two scrubbers 
in the Sneed plant and into a compressor building con¬ 
taining 

[10833] 

11 compressors. Here, the pressure is raised from 160 to 
about 200 pounds per square inch. 

The gas then flows to a gas treater where the hydrogen 
sulphide content is reduced in conformity with the require- 


*A duplication of letter designation of lines is sometimes used by Phillips; thus, 
this line A is different from line A, supra, pp. 10-11. 
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ments of the sales contract. It then flows to a meter run 
of three sales meters where the volume of gas sold and 
delivered to Panhandle is measured. By a line, 20 inches 
in diameter, this gas is carried to the fence between Phillips’ 
Sneed plant and Panhandle’s Sneed Compressor Station, 
where it is delivered to and received by Panhandle in its 
connecting line, 24 inches in diameter. At this point, title 
vests in Panhandle, subject to Phillips’ right to extract and 
retain liquid hydrocarbons. 

Such gas is commingled by Panhandle with other gas 
which it produces or purchases from others. After com¬ 
pression of the commingled gas to about 500 pounds per 
square inch, the gas flows through a line, 24 inches in 
diameter, owned and operated by Panhandle, to the fence 
dividing the two plants, and there into a similar line, owned 
and operated by Phillips. 

While title to the gas remains in Panhandle, it flows 
to a bank of six absorbers, where certain of the heavy hydro¬ 
carbons are extracted. Thereafter, the gas flows through 
a line, 24 inches in diameter, to the Sneed plant fence, and 
into a similar connecting line, owned and operated by Pan¬ 
handle. 


[10834] 

(Panhandle Connections) From the aforementioned 
points of delivery and connection at Phillips’ Hansford and 
Sneed plants, Panhandle owns and operates a natural-gas 
pipe-line system extending through the States of Oklahoma, 
Kansas, Missouri, Indiana, Ohio, and Michigan. By means 
of this system, Panhandle transports gas purchased from 
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Phillips for sale for ultimate public consumption for do¬ 
mestic, commercial, and industrial uses in the States of 
Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio, and 
Michigan, and in Ontario, Canada. 

Independent. — Under several contracts, Phillips sells 
gas to Independent for resale by it to Northern Natural 
Gas Company (Northern). Such gas is produced by Phil¬ 
lips, or purchased by Phillips from other producers, in 
that part of the East and West Panhandle Fields lying in 
Carson, Gray, and Wheeler Counties, Texas. This gas is 
produced from 590 wells, 422 producing casinghead gas 3 
and 168 producing dry gas. 

By means of lines, owned and operated by Phillips, 
such gas flows to Phillips’ Gray processing plant in Gray 
County, Texas, from wells in four different areas: Fairway, 
in the southwestern part of Gray County; Wheeler booster, 
in the eastern part of Wheeler County, Texas; an area 
within two or three miles of the Gray plant; and an area 
north of Phillips’ North plant, about one mile north of the 
Gray plant. 

[10835] 

The following lines should be noted particularly: 

(1) Gas from wells in the Fairway area flows by con¬ 
necting lines into line A, extending about 18 miles 
from the southernmost part of the Fairway area to 
the Gray plant. The diameter of line A is 12 inches 
at its beginning, increasing later to 16 inches, and 

•Casinghead gas is natural gas that is produced in association with oil. Casing¬ 
head gas, chemically and physically, is no different from natural gas produced 
from a gas well. 
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finally to 20 inches for about one-third of its length 
nearest the Gray plant. Some of the gas in line 
A flows to Phillips’ Pampa processing plant, lo¬ 
cated about 3Mi miles southwest of the Gray plant, 
through the Pampa plant take-off. Line A runs 
due northeast from this take-off to the Gray plant, 
a distance of about 4 miles. One mile up from 
the Pampa take-off, there is another take-off to 
Phillips’ Bowers processing plant. These two take¬ 
offs are the only connections with line A for ap¬ 
proximately 4 miles before it enters the Gray 
plant enclosure, the gas having a constant volume 
after it flows past the Bowers’ take-off. 

(2) Gas from wells in the Wheeler booster area flows 
to the Wheeler booster, where pressure is in¬ 
creased to about 100 pounds per square inch. After 
commingling, this gas enters the “line from Wheel¬ 
er Booster”, 20 inches in diameter. This line, 
about 20 miles long, extends northwesterly from 
the Wheeler booster to the Gray plant. About 5 
miles downstream from the Wheeler booster, some 
of the gas is taken off through a tie-over for 
processing through Phillips’ Lefors plant. About 
8 miles downstream from Wheeler booster, there 
is a connection from Phillips’ Red booster where 
casinghead gas produced in that vicinity is com¬ 
pressed and injected into the line “from Wheeler 
Booster.” Also, lines from some gas wells connect 
with the “line from Wheeler Booster”, the last 
point of such connection being about 9 miles down¬ 
stream from the Wheeler booster. From this last 
point, the gas flows in a constant volume, out of 
the East Panhandle Field into the West Panhandle 
Field and into the Gray plant enclosure, a distance 
of about 10 miles. 


1700 


10836 


[10836] 

(3) Within a radius of about 3 miles from the Gray 
plant there are oil wells, the casinghead gas from 
which flows into the Gray plant enclosure through 
so-called vacuum lines. 

(4) In an area north of Phillips’ North plant, located 
about one mile north of the Gray plant, Phillips 
produces gas from certain other oil wells. Some 
of this gas flows to the North plant, and some flows 
through a line, 20 inches in diameter, which ex¬ 
tends to the Gray plant. Some wells are connected 
to this tie-over line, and gas from there may flow 
to the North plant or Gray plant, depending on 
the valve settings on the tie-over line. 

At the Gray plant, the casinghead gas from the Gray 
plant area and from the North plant area enters the intake 
header at the compressors, where its pressure is raised to 
that of the dry gas entering the plant. Later, after com¬ 
mingling of this casinghead gas in the discharge header of 
the compressors, it flows to a common header at the intake 
to the absorbers. 

Within the Gray plant enclosure, the line from the 
Fairway area connects with the line “from Wheeler Boost¬ 
er.” Gas from both lines is commingled and flows into the 
common header at the intake to the absorbers, where all 
of the gas entering the Gray plant is commingled. 

Thence, the gas flows through a bank of absorbers, 
where certain of the heavy hydrocarbon content is re¬ 
covered in conformity with the requirements of the sales 
contract. The gas then enters a common header at the 
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outlet of the absorbers. From here, the gas destined for 
sale to Independent flows through 

[10837] 

a line, 20 inches in diameter, for a distance of about 200 
feet to a back pressure regulator. Here, Phillips sells and 
delivers gas to Independent, and from this point, Independ¬ 
ent owns and operates a connecting line, 20 inches in di¬ 
ameter. 

Independent’s line crosses the Gray plant enclosure, 
the Gray camp area, Independent’s camp area, and then 
enters Independent’s Grayco compressor station area, north¬ 
west of the Gray plant. Here, the gas is measured through 
a “gas purchase meter.” The distance from the back pres¬ 
sure regulator to the “gas purchase meter” is 1680 feet. 
Thereafter, Independent transports the gas a further dis¬ 
tance of about 20 miles to a point near Skellytown, Texas, 
where it is sold by Independent and delivered to Northern. 

From here, Northern owns and operates a natural-gas 
pipe-line system extending through the States of Oklahoma, 
Kansas, Nebraska, Iowa, and Minnesota. By means of this 
system, Northern transports the gas purchased by In¬ 
dependent from Phillips, for sale for ultimate public con¬ 
sumption for domestic, commercial, and industrial uses in 
the States of Oklahoma, Kansas, Nebraska, Iowa, and Min¬ 
nesota. 

[10838] 

El Paso . — Under a number of contracts, Phillips sells 
to El Paso gas produced or purchased by Phillips from 
other producers in two different areas: 
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(Panhandle-Hugoton Area) This area comprises ap¬ 
proximately 332,000 acres in the West Panhandle and South 
Hugoton Fields in Sherman, Hartley, Moore, Hutchinson, 
and Carson Counties, Texas. Gas produced from wells in 
this area and destined for sale to El Paso is processed by 
Phillips in its Dumas plant in Moore County, Texas. Among 
the lines, owned and operated by Phillips, by which such 
gas flows from the wells to the Dumas plant, the following 
should be noted particularly: 

(1) Line G, 24 inches in diameter, extends over 40 
miles from the Rock Creek area, in the southern 
part of Hutchinson County, in a northwesterly 
direction to the east-central part of Hutchinson 
County, Texas, where it interconnects through a 
tie-over with line A in the vicinity of the Sneed 
plant, 4 and thence almost due west to a point near 

the Dumas plant enclosure in the western part of 
Moore County, where it interconnects with line 
A-7-3-20, which is 24 inches in diameter. 

(2) Gas produced from certain wells in northwestern 
and southwestern Moore County and southeastern 
Hartley County, flows into line A-7-3-20. At the 
aforementioned point where this line interconnects 
with line G, a system of valves permits the gas 
to flow east or west in line G, and north or south 
in line A-7-3-20. Generally, gas flows from this 
point easterly through line G to the Rock Creek 
plant, but the flow is often reversed so that gas 
from the Rock Creek area flows to the Dumas 
plant. 


4 See supra, p. 12. 
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[10839] 

(3) Gas produced from certain wells in southeastern 
Hartley County and southwestern Moore County 
and southwestern Moore County flows into line 
A-7-3-20-44, which is 30 inches in diameter. This 
line runs easterly to a point near line A-7-3-20, 
and thence parallels that line to a point about 3 
miles southwest of the Dumas plant, where it 
connects to a header common to both lines. Gas 
from both these lines, after commingling in the 
common header, flows at a constant volume to 
the aforementioned point of connection with line 
G. 

(4) At the point of connection between line G and 
line A-7-3-20 near the east plant fence line of 
the Dumas plant, another line, 24 inches in di¬ 
ameter, interconnects and runs into the Dumas 
plant enclosure. 

Here, the gas flows through a bank of three scrubbers 
and thence to a gas treater where the sulphur content is 
reduced in conformity with the requirements of the sales 
contracts. The gas then flows to the absorbers’ inlet header 
and through a bank of six absorbers, where the heavy 
hydrocarbon content is reduced. The degree of reduction 
is governed by the sales contracts. The gas then flows into 
the absorbers’ outlet header and through a bank of scrub¬ 
bers. From here, the gas flows through a line, 24 inches 
in diameter, for a distance of 900 feet, across the fence line 
to a meter run, owned and operated by El Paso. The sale 
and delivery by Phillips to El Paso takes place at the outlet 
of the meter run. 


1704 



10840 


(Permian Basin Area) This area lies in Lea County, 
New Mexico, and in Andrews, Ector, and Crane Counties, 
Texas. Gas produced from wells in this area, substantially 
all of which is 


[10840] 

casinghead gas, is processed in the following plants of 
Phillips: the Eunice plant, located in the Eunice Monument 
Field, Lea County, New Mexico; the Fullerton plant, lo¬ 
cated in the Fullerton Field, Andrews County, Texas; the 
Goldsmith plant, located in the Goldsmith Field, Ector 
County, Texas; and the Crane plant, located in the McElroy 
Field, Crane County, Texas. 

In each of the foregoing fields, the casinghead gas 
processed in the four plants is produced from oil wells 
operated by the producer. The gas is produced along with 
the oil and both are taken together in flow lines to a separ¬ 
ator located on the lease, where the oil and gas are separ¬ 
ated. The lease operator owns and operates the wells, the 
flow lines, and the separators. Generally, flow lines from 
two or three wells extend to one separator. Sometimes, 
however, there is a separator for each well, and sometimes 
eight or more wells have flow lines connected to one separ¬ 
ator. 

From the separator, the gas flows through a vent line, 
usually 60 to 300 feet long, owned and operated by the 
producer. Phillips connects its pipe line to the vent line. 
It also installs and operates a meter, generally 50 feet to 
a half-mile from the point of connection. 
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In each of the four fields, Phillips owns and operates a 
system of pipe lines through which gas flows to its process¬ 
ing plant wdiich is usually located centrally in the field. 
Gas flows through such systems by means of the pressure 
generated in the producing wells. 

[10841] 

The following additional data respecting the fields and 
plants should be noted: 

(1) Gas processed in the Eunice plant is produced 
from 514 oil wells and 6 gas wells. As of July 1950, 
a portion of the gas was purchased by Phillips 
from 41 producers, and the balance was produced 
from Phillips’ own wells and leases. Such gas flows 
to the Eunice plant through 8 lines, varying in 
diameter from 12 to 24 inches. 

The gas flows into the plant and passes through a 
bank of scrubbers, that portion of the gas having 
a pressure less than 50 pounds per square inch 
then flowing into a compressor intake header 
where it is commingled and then passes through 
the compressors which raise the pressure to 50 
pounds per square inch. All of the gas is then com¬ 
mingled in a comon header and passes through a 
bank of 9 absorbers, where the heavy hydrocarbon 
content is reduced in conformity with the require¬ 
ments of the sales contracts. 

The gas destined for sale to El Paso flows through 
a bank of scrubbers and through a line, 24 inches 
in diameter, for a distance of 370 feet to a meter 
run of 5 meters, owned and operated by El Paso. 
Sale and delivery to El Paso take place at the 
outlet of the meter run. 
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(2) Gas processed in the Fullerton plant is produced 
from 454 oil wells. As of July 1950, a portion of 
the gas was purchased by Phillips from 42 pro¬ 
ducers, and the balance was produced from Phil¬ 
lips’ own wells or leases. Such gas flows to the 
Fullerton plant through 5 lines, varying in di¬ 
ameter from 6 inches to 24 inches. 

The gas flows into the plant into a common header, 
where it is commingled. It then flows through a 
bank of 4 scrubbers and through the compressors 

[ 10842 ] 

where the pressure is raised to 50 pounds per 
square inch. The gas then flows to a bank of 5 
absorbers, where the heavy hydrocarbon content 
is reduced in conformity with the requirements 
of the sales contracts. 

Gas destined for sale to El Paso flows through a 
bank of scrubbers and through a line, 24 inches 
in diameter, for a distance of 600 feet to a meter 
run of 3 meters, owned and operated by El Paso. 
Sale and delivery to El Paso take place at the 
outlet of the meter run. 

(3) Gas processed at the Goldsmith plant is produced 
from 1,600 oil wells and one sour-gas well. As of 
July 1950, a portion of the gas was purchased by 
Phillips from 50 producers, and the balance was 
produced from Phillips’ own wells or leases. Such 
gas flows to the Goldsmith plant through 6 lines, 
varying in diameter from 20 inches to 26 inches. 

The gas flows into the plant, through a bank of 
6 scrubbers, into a common intake header, where 
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the gas is commingled, and through compressors 
where the pressure is raised to 50 pounds per 
square inch. 

Gas destined for sale to El Paso then flows through 
a line, 24 inches in diameter, for a distance of 900 
feet to a meter run of 3 meters, owned and oper¬ 
ated by El Paso. Sale and delivery to El Paso 
take place at the outlet of the meter run. 

Thereafter, the gas flows through a line, 24 inches 
in diameter, owned and operated by El Paso, to 
El Paso’s compressor station, where the pressure 
is raised to 600 pounds per square inch. It then 
flows through a line, 24 inches in diameter, owned 
and operated by El Paso, back to the Goldsmith 
plant fence line, and through a meter run of 2 
meters and into a line, 24 inches in diameter, 
owned and operated by Phillips. 

[ 10843 ] 

The gas then flow’s through an absorber, where 
the heavy hydrocarbon content is reduced in con¬ 
formity with the requirements of the sales con¬ 
tracts. 

The gas then flows through a line, 24 inches in 
diameter, owned and operated by Phillips, for a 
distance of 1,490 feet to a meter run of 2 meters 
and into a line, 24 inches in diameter, owned and 
operated by El Paso. 

(4) Gas processed in the Crane plant is produced from 
732 oil wells. As of July 1950, a portion of the gas 
was purchased by Phillips from 14 producers, and 
the balance was produced from Phillips’ own wells 
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or leases. Such gas flows to the Crane plant 
through 4 lines, varying in diameter from 20 inches 
to 24 inches. 

The gas flows into the plant, that from one line 
going through one scrubber, and the remainder 
through two scrubbers. All the gas then goes into 
the engine room compressors where the pressure 
is raised to 50 pounds per square inch. 

After commingling in the compressor discharge 
header, the gas flows to a bank of 2 absorbers, 
where the heavy hydrocarbon content is reduced 
in conformity with the requirements of the sales 
contracts. The gas destined for sale to El Paso then 
flows through a bank of scrubbers and through 
a line, 20 inches in diameter, for a distance of 
about 1130 feet, to a meter run of 2 meters, owned 
and operated by El Paso. Sale and delivery to 
El Paso take place at the outlet of the meter run. 

(El Paso’s Connections) El Paso owns and operates a 
natural-gas pipe-line system from the aforementioned points 
of delivery at the Dumas, Eunice, Fullerton, Goldsmith, 
and Crane plants, extending through the States of New 
Mexico and Arizona 


[ 10844 ] 

and into the State of California. By this system, El Paso 
transports the gas purchased from Phillips for sale for 
ultimate public consumption for domestic, commercial, and 
industrial uses in Texas, New Mexico, Arizona, and Cali¬ 
fornia. 
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Cities Service. — Phillips sells gas to Cities Service un¬ 
der two contracts, in accordance with which the gas sold 
by Phillips and other lessees of the Edmond Unit is pro¬ 
duced by Phillips or such other lessees in the Edmond and 
West Edmond Fields lying on Oklahoma, Canadian, King¬ 
fisher, and Logan Counties, Oklahoma. All such gas is 
casinghead gas. 

The foregoing sales are also governed by the provisions 
of a Plan of Unitization of the West Edmond Hunton Lime 
Unit, an agreement consummated pursuant to an order 
of the Oklahoma Corporation Commission, dated July 29, 
1947. 

Phillips and Continental Oil Company own the Edmond 
plant, located in Oklahoma County, Oklahoma, where some 
of the gas is processed, including removal of heavy hydro¬ 
carbons in conformity with the requirements of the sales 
contracts. After compression, a portion of the gas is then 
sold and delivered at the plant fence into two lines, owned 
and operated by Cities Service. This gas is metered at two 
meter stations, owned and operated by Cities Service, one 
5 miles east of the plant, and the other about 8 miles north¬ 
east of the plant. 

Phillips and other operators 5 in the field own the 
Hunton plant where some of the gas is processed, including 

[ 10845 ] 

removal of the heavy hydrocarbons in conformity with 
requirements of the sales contracts. Sale and delivery of 


“Continental Oil Company, Mid-Continent Petroleum Corporation. Sohis Petrol¬ 
eum Company, Standard Oil and Gas Company, and West Edmond Oil Company. 
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l 

the gas to Cities Service take place at the north fence line 
into a line owned and operated by Cities Service. I 

Another sale of gas to Cities Service takes place at 
the Trindle or North plant. 

i 

i 

• 

Cities Service owns and operates a natural-gas pipe¬ 
line system extending from the aforementioned points of 

i 

delivery through the States of Oklahoma, Kansas, and 
Missouri. By this system, Cities Service transports gas 
purchased from Phillips for sale for ultimate public con¬ 
sumption for domestic, commercial and industrial uses. 
While the major portion of the foregoing gas reaches the 
States of Kansas and Missouri, the remainder does not leave 
the State of Oklahoma. 

I 

i 

THE ISSUE 

I 

i 

Section 2 (6) of the Natural Gas Act defines a “natural- 
gas company” to mean: 

i 

* * * a person engaged in the transportation of natural I 
gas in interstate commerce, or the sale in interstate ; 
commerce of such gas for resale. 

i 

“Interstate commerce” is defined by Section 2(7) to 
mean: 

» 

* * * commerce between any point in a State and any j 
point outside thereof, or between points within the 
same State but through any place outside thereof, but j 
only insofar as such commerce takes place within the * 
United States. 

I 

Section 1(b) of the Act provides, in part, that: 

The provisions of this Act shall apply to the trans- ; 
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portation of natural gas in interstate commerce, to the 
sale in interstate commerce 

[ 10846 ] 

of natural gas for resale for ultimate public consump¬ 
tion for domestic, commercial, industrial, or any other 
use, and to natural-gas companies engaged in such 
transportation or sale, * * *. 

Were the foregoing provisions the only relevant ones, 
Phillips would clearly be a “natural-gas company.” For 
it correctly concedes that the sales involved here are sales 
in interstate comm erce for] re sale. Nor can there be any 
doubt that Phillips’ movement of that gas from the points 
of production to the points of sale constitutes transporta¬ 
tion in interstate commerce as a matter of constitutional 
law. Indeed, this is in part implicit in Phillips’ concession 
respecting the sales. 

Still another provision of the Act, however, is the 
hinge upon which the decision here must turn. After speci¬ 
fying those things to which the provisions of the Act shall 
apply, quoted above, Section 1(b) provides that such pro¬ 
visions: 

* * * shall not apply to any other transportation or 
sale of natural gas or to the local distribution of natural 
gas or to the facilities used for such distribution or to 
the production or gathering of natural gas. 

The narrow issue is thus posed. On the record here, 
do the sales and transportation of Phillips come within the 
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above prohibition against application of the provisions of 
the Act to "production or gathering of natural gas”? 

The problem is not simple. Neither "production” nor 
"gathering” is defined in the Act. Nor can we say that 
the terms 


[ 10847 ] 

of the statute, standing alone, are so plain and unambiguous 
as to provide a positive answer. On the contrary, we find 
it necessary to undertake a review of the background of 
the problem, including an examination of the legislative 
history of the Act. 


BACKGROUND 


The history behind the question here is long and com¬ 
plex, and has become controversial. As we examine this 
history, we must remember that our responsibility is to 
administer the law as we find it, whether or not the result 
agrees with what some would perhaps like it to be. 

Legislative History. — Because of its direct relevance," 
reference should be made at the outset to the Report of 


•Immediately under the heading “NECESSITY FOR REGULATION OF 
NATURAL-GAS COMPANIES*’. Section 1(a) of the Natural Gas Act provides: 

As disclosed in reports of the Federal Trade Commission made pursuant 
to S. Res. S3 (Seventieth Congress, first session) and other reports made 
pursuant to the authority of Congress, it is hereby declared that the business 
of transporting and selling natural gas for ultimate distribution to the 
public is affected with a public interest, and that Federal regulation in 
matters relating to the transportation of natural gas and the sale thereof in 
interstate and foreign commerce is necessary in the public interest. 


* 
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the Federal Trade Commission made pursuant to Senate 
Resolution 83, Seventieth Congress, first session. 7 

[ 10848 ] 

In surveying the natural-gas industry, that 1935 report 
drew economic and other distinctions between the situation 
of “independent producers” and that of pipe-line companies 
which directly or indirectly controlled production areas, 
market outlets, or both." Generally, the former were pic¬ 
tured with those needing protection, whereas problems in¬ 
volving the latter created the need for regulation according 
to the report. While these distinctions may underlie the 
report’s enumeration of “Specific Evils Existing in the 
Natural-Gas Industry”, 9 and its “Summary Statement of 
Recommendations”, 10 they are generally but not specifically 
helpful here. For example, recommendation number 3 pro¬ 
vided: 11 

Regulation of interstate gas pipe line companies. — A 
Federal regulatory law should be enacted applicable 
to interstate natural gas pipe lines which transport gas 
for ultimate sale to and use by the public, regulating 
contracts for purchase of gas to be transported inter¬ 
state, 4 or regulating rates for carriage or city gate rates 
at the end of such transportation, or all of these * * *. 

4 U. S. v. Knight, 156 U. S. 1. 13; U. S. v. Addyston, 175 U. S. 211, 239. 

7 Sen. Doc. No. 92. 70th Cong., 1st sess. 1928- 1936). 

"E. g., id.. Pt. 84-A, pp. 132-133. 590-591 1936). 

®Id., pp. 615-616. 

I0 Id., pp. 616-617. 
n Id., pp. 616-617. 
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Obviously, this is not determinative here. For the sales in¬ 
volved here would be embraced by only one of the several 
choices offered by the recommendation. 

[ 10849 ] 

We next consider H. R. 11662, 74th Cong., 2d sess., one 
of the bills predecessor to the Natural Gas Act. In a case 
involving the scope of the “production and gathering” 
exemption, the Supreme Court of the United States char¬ 
acterized H. R. 11662 as “substantially similar to the Natur¬ 
al Gas Act”, and in ascertaining the intent of Congress, 
• 1 • 

noted: 15 

In a brief prepared by the Solicitor of the Federal 
Power Commission for the House Committee on Inter¬ 
state and Foreign Commerce on the constitutionality 
of H. R. 11662, an earlier bill substantially similar to 
the Natural Gas Act, the following appears as part 
of the analysis of the bill: “The bill makes no attempt 
to regulate the production or gathering facilities of a 
natural-gas company, this function being purely local 
in character, * • V” 

The Solicitor of the Federal Power Commission 
in testifying at the same hearing also answered the 
following question: 

“Mr. Cole [Member of Committee]. Does this bill 
give anywhere the Commission power over the source 
of natural gas in the different fields in a manner which 
we might call comparable to that which your Com¬ 
mission now has over hydroelectric generating plants? 


“Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. S. 498, 
505, n. 7 (1949). 
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“Mr. DeVane [Solicitor of the Federal Power Com¬ 
mission]. It does not; no. It does not attempt to regu¬ 
late the gathering rates or the gathering business. 

* * * » 


In expressing the same view elsewhere during the 
hearing, Mr. DeVane defined “gathering rates” as those 
“that are paid in the gathering field.” 13 Later, when asked 
what authority the Commission w’ould have over the charge 
by A, a company owning a gas 

[10850] 

supply, to B, a company transmitting it to another state, 
Mr. DeVane said: 14 

11 * * concerning the price paid to the A company, 
there is no control of the gathering rate; the Commis¬ 
sion w T ould not have jurisdiction. That price is fixed 
by competitive conditions that exist in the field. But 
it matters not how many different owmerships there 
may be between the time the gas starts to move in 
interstate commerce and gets to the city gates. Owner¬ 
ship might change a dozen times — A company sell to 
B, and B company sell to C — all those rates would 
be subject to regulation. 

He was then as ked again whether the Commission could 
regulate the rate charged by the “supply company”, and he 
responded: 10 


“Hearings Before a Subcommittee of the Committee on Interstate and Foreign 
Commerce. House of Representatives, on H. R. 11662, p. 28 (1936). 

“Id. p. 42. 

“Id. pp. 42-43. 
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No; not the price that is paid to the gatherer, to the 
man that produces it; that is binding if the transaction 
is at arm’s length. If the trans action is not at a rm’s 
length, of course, its reasonableness may be inquired 

into, under the decisions of the Supreme Court. 

0+ - 

We turn now to the Committee Report on H. R. 6586, 
75th Cong., 1st sess., the bill which became the Natural Gas 
Act, which report was undoubtedly- influenced by hearings 

- , - . . , 4 «•. „ ... . . - - 4 *. M - m I - 

held on „ 

[ 10851 ] 

H. R. 400iLand H. R. 11662. 1# After quoting that part of 
Section 1 (b) 

[ 10852 ] 

specifying what the Act shall not apply to, 27 the Com¬ 
mittee said that these words “are not actually necessary, 
as the matters specified therein could not be said fairly to 
be covered by the language affirmatively stating the juris- 


10 H. Rep. No. 709, 75th Cong., 1st sess. (1937). The Senate Committee did not 
hold separate hearings, but adopted the report of the House Committee. Sen. 
Rep. No. 1162, 75th Cong., 1st sess., p. 1 (1937). 

The legislative history is contained in three committee hearings on proposed 
natural-gas legislation preceding adoption of the Natural Gas Act. The first of 
these was in 1935, House Hearings on H. R. 5123 (71th C.ong., 1st sess.): the 
second, in 1936, House Hearings on H. R. 11662 (74th Cong.. 2d sess.); the third, 
in 1937, House Hearings on H. R. 4008 (75th Cong., 1st sess.). H. R. 4008 later 
became H. R. 6586, which was subsequently passed as the Natural Gas Act. 

In the hearings on H. R. 4008, there are repeated references to the testimony 
in the hearings on H. R. 11662 (pp. 1, 23, 32. 39, 41, 81. 108), and to hearings on 
H. R. 5423 (pp. 61. 84). Likewise, in the hearings on H. R. 11662. similar refer¬ 
ences are made to testimony given in the hearings on H. R. 5423 (pp. 10. 25. 35, 
16. 81, 112). It seems clear, therefore, that the record of all these hearings was 
considered in the enactment of the Natural Gas Act. Moreover, the members of 
the House Committee, with few exceptions, were the same during the three-year 
period. 

17 Quotcd supra, pp. 25-26. 
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diction of the Commission * * *.” 18 There follows an ex¬ 
planation by the Committee of how the “local distribution ,, 
exemption is surplusage, but none as to the “production 
or gathering” exemption. 

It might be argued that this indicates a Committee 
understanding that, in the process of production and gather- 
* ing, there can be no transportation of gas in interstate 
commerce and no sale in interstate commerce for resale. 
But it would be unreasonable to assume that the Committee 
‘ meant that “production or gathering” is confined to some¬ 
thing other than transportation in interstate commerce and 
sale in interstate commerce for resale. For gathering plain¬ 
ly includes the function of transporting gas as it is collected 
from the wells, whether or not the movement is interstate. 
And Mr. DeVane had given repeated testimony, with which 
no one took issue, that the price paid to producers and 
gatherers would not be subject to Commission regulation. 19 

[ 10853 ] 

This explanation would be in keeping with the Federal 
Trade Commission’s portrayal of the natural-gas industry 
as having distinct functional divisions. For example, after 
noting the legal difficulties arising in efforts to solve prob¬ 
lems in the production, transportation, and distribution 
phases, the report stated: 20 


XH H. Rep. No. 709, p. 3. 

19 Scc supra, pp. 29-30. 

:o Sen. Doc. No. 92, 70th Cong., 1st scss., Pt. 84-A, p. 602 (1936). 
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er how 


So, broadly speaking, we have in natural gas a 
situatioh Which no matter how fully and properly 
integrated will present at botE"ends problems~wTiicTf' 
are either~~ehlirely of locat~Concern, or which are~(Tf 
both local and general public concern,“arid^Tn^b'efweeh 
a field of interstate txan^poxtati^p,. where only through ~ 
the exercise-of Federal jurisdiction can.proper solution _ 
be obtained.._ 

# ^ 

Relevant here also is the fact that the Committee report 
on H. R. 6586 mentioned, as an example of sales for resale 
in interstate comme rce not subject to State regulation^ 
“sales by producing companies to distributing companies”, 
adding that, “The basic jpurpose of the present legislation 
is to occupy this field in which the Supreme Court has held" 
that the States may not act.” 21 




[ 10854 ] 

It should be noted first that the example of sales by 
“producing” companies to distributing companies may have 
been bottomed on the facts * involved' In the case cited by 
the Committee, Missouri v. Kansas Gas Co. 3 265 U. S. 298, 
holding a State powerless to regulate a sale for resale to 
a distributing company, since the sale and delivery were 
inseparable parts of the transaction in interstate commerce. 
There the selling company was a “producing” company, 
which transported the gas interstate to the point of sale 
to the distributing company. Secondly, the Court has never 
held that a State may not regulate a sale for resale in inter¬ 
state commerce made in the process of production and 


H. Rep. No. 709, 75th Cong., 1st sess., p. 2 (1937). 
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gathering. And recently, as we later point out, the Court 
made it clear that a State suffers no constitutional dis¬ 
ability to regulate, in the interest of conservation, by fixing 
a minimum well-head price to be charged by producers 
even in sales for resale in interstate commerce. 21 

Finally, the Supreme Court of the United States has 
said that, “The legislative history of this Act is replete 
with evidence of the care taken by Congress to keep the 
power over the production and gathering of gas within 
i the states.” 23 And we think it significant here that the 
Court footnoted the foregoing 

[ 10855 ] 

sentence with a reference to the failure by Congress to 
adopt either of two then pending identical bills which, 
among other things, would have applied to “the procure¬ 
ment of natural gas for the purpose of its transmission 
; through pipe lines”, giving the Commission jurisdiction over 
all facilities for such “procurement.” 24 The Court’s note con¬ 
cludes by observing that, “instead Congress enacted §1 (b) 
with its specific exemptions from the coverage of the Act.” 

Administrative Actions. — In no case in its history has 
this Commission held that the Act gives it jurisdiction over 
a company solely by reason of its movement of gas in inter¬ 
state commerce or sales in interstate commerce for resale, 


2: $ec infra, pp. 52-56. 

23 Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. S. 498, 

509-512 (1919). 

34 Id. n. 16. 
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where such movement or sales take place in the process of 
production or gathering. 

Indeed, about two years after enactment of the Act, the 
Commission had before it in the Columbian Fuel Corpora¬ 
tion case the question whether it had jurisdiction over a 
company engaged solely in the production and gathering 
of natural gas, making sales of such gas in interstate com¬ 
merce.” 


[ 10856 ] 

The Commission said that: 26 

Clearly, Congress thought it was closing the gap in 
regulation of the natural-gas industry by providing 
Federal Power Commission regulation of companies 
whose main function was to transport natural gas 
through interstate pipe lines and sell gas so transported 
at city gates for resale to ultimate consumers. 

The companies to be subjected to regulation were 
conceived of as “pipe line” companies, and it was as¬ 
sumed that production and gathering would enter the 
field of regulation only to the extent that the “pipe 
line” companies, either directly or through affiliates, 
controlled the production or gathering of the gas so 
transported. 

The sales there involved took place at the termini of 
the Columbian's gathering lines, with a portion being de¬ 
livered from its compressor station adjacent to some of 


J8 Re Columbian Fuel Corporation, 2 F. P. C. 200. 203 (19*10). 
"Id. p. 207. 
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i 

the producing areas. The Commission, with one Commis¬ 
sioner dissenting, denied jurisdiction, concluding: 57 

* * * that it was not the intention of Congress to 
subject to regulation under the Natural Gas Act all 
persons whose only sales of natural gas in interstate 
commerce, as in this case, are made as incident to and 
immediately upon the completion of such person’s pro¬ 
duction and gathering of said natural gas and who are 
not otherwise subject to the jurisdiction of this Com¬ 
mission. 


It is worthy of note that four of the then Commissioners 
were also in office when the Act was passed and when 
predecessor bills 

[ 10857 ] 

were under consideration in the Congress. In fact, one of 
those Commissioners had presented testimony for the Com¬ 
mission before the House Committee. 



We turn now to the Commission’s action in the Inter- 

i 

state case. 28 Statements made in judicial review of this 
case, which we shall discuss later, 29 precipitated much of 

i 

the controversy which finds its culmination in the instant 
proceeding. 


Following a judicial determination that the Public 
Service Commission of Louisiana had no jurisdiction over 



successfully contending 



3r Id. p. 208. Sec also Re Billings Gas Company, 2 F. P. C. 288 (1940). 

38 Re Interstate Natural Gas Co., Inc., 3 F. P. C. 416 (1943). 

I9 See infra, pp. 47-49. " I ~ " - 

'‘“Interstate Natural Gas Company v. Louisiana Public Service Commission, 33 F. 
Supp. 50; 34 F. Supp. 980 (D. C. La. 1940). 
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that over 99% of its total sales were sales in interstate 
commerce, this Commission asserted jurisdiction over cer¬ 
tain sales by Interstate, on complaint of the Louisiana Com¬ 
mission. Admittedly a “natural-gas company” by reason 
of operations other than the disputed sales, Interstate pro¬ 
duced and gathered gas of its own and purchased gas from 
other companies in the Monroe Field. Such purchased 
gas was sold to Interstate subsequent to the completion 
of gathering by the sellers. This purchased gas was then 
“transported” by Interstate and commingled with Inter- 
state’s own production. Interstate then, after the com¬ 
pletion of gathering, “transported” the commingled gas to 
points where it made sales and deliveries to three com¬ 
panies.* 1 


[ 10858 ] 

Following judicial affirmation of the Commission’s or¬ 
der in the Interstate case in 1946, 32 the Commission handed 


"Re Interstate Natural Gas Co-, Inc., 3 F. P. C. 416, 420 (1943). 

,: Interstate Natural Gas Co., Inc. v. Federal Power Commission, 156 F. 2d 9-19 
(C. A. 5, 1946), affirmed. 331 U. S. 682 (1947). 

Soon thereafter, the first of a scries of bills was introduced in Congress to 
place varying express limits on the Commission’s jurisdiction. Common to most 
were differing provisions to foreclose assertion of Commission jurisdiction over 
sales by producers and gatherers. 

These included: H. R. 2185. H. R. 2235. H. R. 2292, H. R. 2569. S. 734 and 
S. 2757. all 80th Cong., 1st sess. (1947); H. R. 4051, 80th Cong.. 2d sess. (1948): 

H. R. 79, H. R. 982, H. R. 1758, H. R. 5703. S. 1498, S. 1873, all 81st Cong., 1st 

sess. (1949); H. R. 4099, 81st Cong., 2d sess. (1950); and H. R. 3285, 82nd Cong., 
1st sess. (1951). 

Among these, hearings were held on: H. R. 2185. H. R. 2235. H. R. 2292, 

H. R. 2569, H. R. 4051, H. R. 79, H. R. 1758. H. R. 982. S. 734, and $. 1498. See 

Hearings before the Committee on Interstate and Foreign Commerce, House of 
Representatives, on H. R. 2185, H. R. 2235. H. R. 2292, H. R. 2569. and H. R. 
2956, 80th Cong., 1st sess. (1947); Hearings before a Subcommittee of the Com¬ 
mittee on Interstate and Foreign Commerce, United States Senate, on S. 734 and 
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down decisions in several other cases which should be 
mentioned here. 


[10859] 

In the Fin-Ker case, the Commission had before it the 
question as to jurisdiction over a company whose “natural 
gas operations are confined to the production and gathering 
and the sale upon completion of gathering of such produced 
gas.” 33 After distinguishing its decision in the Interstate 
case, the Commission held that: 34 

* * * where a person not otherwise subject to the 
jurisdiction of the Commission, is engaged in pro¬ 
duction or gathering of natural gas exclusive of its 
transportation in interstate commerce and makes arm’s- 
length sales and deliveries of natural gas in interstate 
commerce as an incident to or upon completion of that 
person’s production or gathering, the provisions of the 
Natural Gas Act do not apply. 


”Re The Fin-Ker Oil and Gas Production Company, 6 F. P. C. 92, 94, (19*17). See 
also Re Kansas-Nebraska Natural Gas Company, Inc., 6 F. P. C. 664 (1947); and 
Re R. J. and D. E. Whelan, 6 F. P. C. 672 (1947). 

“Id. p. 93. 


S. 1028, 80th Cong., 1st scss. (1947): Hearings before a Subcommittee of the 
Committee on Interstate and Foreign Commerce, United States Senate, on S. 
4051, 80th Cong.. 2d scss. (1948); Hearings before a Subcommittee of the Com¬ 
mittee on Interstate and Foreign Commerce. House of Representatives, on H. R. 
79. H. R. 1758, and H. R. 982, 81st Cong., 1st scss. (1949); Supplemental Hearings 
before a Subcommittee of the Committee on Interstate and Foreign Commerce, 
House of Representatives, on H. R. 79. H. R. 1758, and H. R. 982. 81st Cong., 1st 
sess. (19*19); and Hearings before a Subcommittee of the Committee on Interstate 
and Foreign Commerce, United States Senate, on S. 1498, 81st Cong., 1st sess. 
(1949). 

During the second session of the Eightieth Congress, H. R. 4051, the so-called 
Moore-Rizley bill, was passed by the House, but not the Senate. Later, H. R. 
1758, the House version of the so-called Kerr bill, was passed by both the Senate 
and the House during the Eighty-first Congress, but was vetoed by the President 
on April 15, 1950. Sec H. Doc. No. 555, 81st Cong., 2d sess. (1950); 96 Cong. Rcc. 
5304 (1950). 
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Shortly thereafter, the Commission decided The Chi¬ 
cago Corporation case. 35 Chicago was engaged in purchasing 
and producing gas from oil and gas wells, gathering that 
gas to a 

[ 10860 ] 

common point within the field at the inlet of its processing 
plants, and, after processing, in making sales at the tail¬ 
gate of such plants. It also made some deliveries directly 
from wells and well lines. In one instance, deliveries were 
made by means of a 4-mile line, 6 inches in diameter, owned 
and operated by another company, dehydration being ac¬ 
complished immediately prior to delivery and sale. 

Pointing to its holding in the Fin-Ker case that it had 
no jurisdiction over sales made “as an incident to or upon 
completion of” gathering, the Commission said that Chi¬ 
cago’s operations did not constitute it a “natural-gas com¬ 
pany”, stating that Chicago: 34 

* * * has no transmission facilities. It is a company 
engaged primarily in the production, gathering and 
processing of natural gas and the delivery and sale of 
such gas at the outlets of cycling plants or direct from 
wells into field or transmission lines owned by others. 

In July, 1947, the Commission submitted to the Chair¬ 
man of the House Committee on Interstate and Foreign 
Commerce its unanimous report on H. R. 4099, 80th Cong., 
1st sess. The Commission urged its enactment “to make 

a3 Re The Chicago Corporation, 6 F. P. C. 98 (1947). 

9t Id. p. 103. 
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it perfectly clear that independent producers and gatherers 
of natural gas are exempt from the Natural Gas Act.” 57 

[10861] 

About a month later, the Commission, with one Com¬ 
missioner dissenting, publicly announced by rule that it 
would: M 

* * * construe the exemption contained in Section 
1(b), to the effect that the provisions of the Act shall 
not apply to the “production or gathering” of natural 
gas, as including arm’s-length sales of natural gas by 
independent producers and gatherers, made during the 
course or upon the completion of production and gath¬ 
ering. 

In adopting the rule, the Commission presented a review 
of prior developments in the matter:*' 


37 Hcarings before a Subcommittee of the House Committee on Interstate and 
Foreign Commerce on H. R. 79 and H. R. 1758, 81st Cong., 1st scss., p. 5 (1949). 

3M Order No. 139. August 7, 1947, Docket No. R-106. 

3# That review read, in part, as follows: “For the reasons stated below’, it seems 
appropriate and desirable at this juncture for the Commission to adopt and pro¬ 
mulgate the rule contained herein, which is designed to relieve any existing un¬ 
certainty regarding the Commission’s position that it will not seek to assert 
jurisdiction over the sale of natural gas to interstate pipe lines by independent 
producers or gatherers. 

"Following the release in March 1947 of the staff report in Docket 
No. G-580 on this subject, entitled ‘Section 1(b) of the Natural Gas Act with 
Reference to Production and Gathering,' the Commission consistently therewith 
on May 27, 1947, issued a notice of proposed rule making in this matter. At that 
time, since there were prevalent many expressions of uncertainty as to the Com¬ 
mission’s interpretation of Section 1(b) of the Act with reference to the status 
of independent producers and gatherers of natural gas, and as to its intentions 
with respect thereto, it seemed evident that a formal administrative rule was 
necessary to affirm our belief that it was the intent of Congress to exempt such 
independent producers and gatherers when it enacted the Natural Gas Act in 
1938. 
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[ 10862 ] 

* * * so that there may be no basis ±ur misunderstand¬ 
ing or continuing expressions of fear and uncertainty 
regarding this matter, which is non-controversial. The 
Commission gives. its assurance to independent pro¬ 
ducers and gatherers of natural gas that they can sell at 
arm’s-length and deliver such gas to interstate pipe 
lines and can enter into contracts for such sale without 
apprehension that in so doing they may become subject 
to assertions of jurisdiction by the Commission under 
the Natural Gas Act. 

The rule herein has this specific purpose and is is¬ 
sued at this time because the Congress has not yet 
reaffirmed such exemption by amending the Act. It is 
also our intention, in keeping with the position here- 


“During the first session of the 80th Congress which adjourned on July 27, 
1947, various bills regarding this matter, as well as other important proposals 
for amending the Natural Gas Act, were introduced and considered by the 
Congress. At the hearings on these bills before the Senate and House Commit¬ 
tees on Interstate and Foreign Commerce, the Commission likewise stated its 
view that independent operators who produce or gather natural gas and sell it 
at arm's-length to natural-gas companies subsequently transporting such natural 
gas in interstate commerce arc exempt from the provisions of the Natural Gas Act. 

Continued Next Page 


[ 10862 ] 

’•(Footnote continued from preceding page) 

“Reference also was made at these hearings to the pending case before the 
Supreme Court of the United States in Interstate Natural Gas Company, Inc v. 
Federal Power Commission. The subsequent decision of the Court on June 16, 
1947, addressed to the particular circumstances of that case which involved the 
operations of a natural-gas company subject to the Act, immediately became the 
basis for diverse interpretations and agitations by interested parties, as to its 
implications regarding the jurisdictional status under the Act of independent 
producers and gatherers. 

“In view of these circumstances, the Commission urged the immediate 
adoption of H. R. 4099. the specific and sole purpose of which was to make 
entirely clear the exemption of the independent production and gathering of 
natural gas from the provisions of the Natural Gas Act. This proposed amend¬ 
ment, however, was not enacted during the closing days of the session of the 
Congress which has just ended.“ 
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tofore taken, to continue to recommend to the Congress 
that it take appropriate clarifying legislative action 
regarding this matter. 


[ 10863 ] 

In 1948, the Commission handed down three additional 
decisions, consistent with the foregoing rule and the prior 
decisions of the Commission. 40 

In the light of the President’s veto of H. R. 175 8 41 and 
of the pendency of the instant proceeding, the Commission 
in 1950 rescinded Order No. 139 which adopted the rule 
referred to above. 43 

[ 10864 ] 

Judicial decisions .— Of all the foregoing Commission 
actions, only that in the Interstate case has been the subject 
of judicial review. But we think the account here should 
include reference to several other holdings as well in order 
to complete the background. 

In 1942, the United States Court of Appeals for the 
District of Columbia sustained the authority of the Com¬ 
mission to issue a subpoena duces tecum for certain com¬ 
pany records in Peoples Natural Gas Company v. Federal 
Power Commission , 43 In so doing, as to certain sales made 
by Peoples at its compressor station in Pennsylvania to 


40 La Gloria Corporation, 7 F. P. C. 319 (1948): 

Superior Oil Company, 7 F. P. C. 627 (1948); 

General Crude Oil Company, 7 F. P. C. 1024 (1948). 

41 Sce supra, n. 32, p. 38. 

4J Order No. 154, July 11, 1950. 

43 127 F. 2d 153, reh. den., 127 F. 2d 157 (1942), cert, den., 316 U. S. 700 (1942). 
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an affiliated company which immediately transported the 
gas to New York for sale to others for resale, the Court 
concluded that Peoples’ sales were within the coverage of 
the Act. The Court added that, “We cannot disregard the 
plain language of the statute because the Commission at 
one time interpreted it narrowly”, citing our decision in 
the Columbian case. 44 

While we recognize that this suggests some degree of 
disapproval of our Columbian decision, certain circum¬ 
stances should be noted respecting the holding in the 
Peoples case. The Court’s holding was based on the plead¬ 
ings and in the absence of findings by the Commission 
respecting the sales involved as to any impact 

[ 10865 ] 

of the Act’s exemption of production and gathering. It 
also seems to us that the Court’s opinion does not explore 
into any such impact. Finally, after hearings, the Com¬ 
mission took no action to assert jurisdiction, and in 1946 
it dismissed the proceeding, the Commission having been 
informed that the sales in question had been discontinued. 45 

Passing reference should next be made to certain com¬ 
ments in the opinion of the Supreme Court of the United 
States in Hope Natural Gas Company v. Federal Power 
Commission“ After characterizing the “primary aim” of 
the Act as the protection of “consumers against exploitation 


"127 F. 2d at 155. 

43 Re Peoples Natural Gas Company, 5 F. P. C- 761 (1946). 
"320 U. S. 591 (1944). 
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at the hands of natural gas companies”, the Court noted 
that the reports of the Federal Trade Commission had dis¬ 
closed acquisition by a handful of holding companies of a 
majority of the pipe-line mileage and an increasing per¬ 
centage of the natural-gas supply, and it then said: 47 

State Commission, independent producers, and com¬ 
munities having or seeking the service were growing 
quite helpless against these combinations. These were 
the types of problems with which those participating 
in the hearings were preoccupied. Congress addressed 
itself to those specific evils. [Footnotes omitted.] 

[ 10866 ] 

The position of the “independent producers” is with those 
needing assistance, not with those creating the evils to be 
corrected by remedial regulation. Later, the Court referred 
to the provisions in the Act respecting State conservation 
measures, and observed: 48 

It is hardly necessary to add that a limitation on 
the net earnings of a natural gas company from its 
interstate business is not a limitation on the power of 
the producing state either to safeguard its tax revenues 
from that industry or to protect the interests of those 
who sell their gas to the interstate operator. 

Soon thereafter, in Colorado Interstate Gas Co. v. Fed¬ 
eral Power Commission, the Supreme Court held that the 
exemption of production and gathering in Section 1(b) 
does not preclude the Commission in fixing rates from 


47 320 U. S. at 610. 
4 *320 U. S. at 614. 
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“reflecting the production and gathering facilities of a 
natural gas company in the rate base and determining 
the expenses incident thereto for the purposes of determin¬ 
ing the reasonableness of rates” subject to the Commission’s 
jurisdiction/ 9 And in so holding the Court expressly recog¬ 
nized that such treatment of “producing properties and 
gathering facilities has of course an indirect effect on 
them.” 50 

The Court reached the foregoing conclusion after ob¬ 
serving that Section 1(b) certainly: 81 

[10867] 

* * * precludes the Commission from any control over 
the activity of producing or gathering natural gas. For 
example, it makes plain that the Commission has no 
control over the drilling and spacing of wells and the 
like. It may put other limitations on the Commission. 

After the United States Court of Appeals for the Fifth 
Circuit had sustained in sweeping terms our order in the 
Interstate case, 82 the Court’s judgment was affirmed on re¬ 
view by the Supreme Court of the United States. 53 After 
concluding that the sales involved were sales “in inter¬ 
state commerce”, the Supreme Court turned to Interstate’s 


"324 U. S. 581, 603 (1945). 

"Ibid. 

“Ibid. 

“Interstate Natural Gas Company v. Federal Power Commission, 156 F. 2d 949 
(1946). 

“Interstate Natural Gas Company v. Federal Power Commission, 331 U. S. 682 
(1947). 
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contention that such sales were within Section 1(b)’s ex¬ 
emption of production and gathering, and consequently 
not within the Commission’s power of regulation. It said 
that the purpose of that restriction was: 34 

* * * to preserve in the States powers of regulation 
in areas in which the States are constitutionally com¬ 
petent to act. * * * Clearly, among the powers thus 
reserved to the States is the power to regulate the 
physical production and gathering of natural gas in the 
interests of conservation or of any other consideration 
of legitimate local concern. 17 It was the intention of 
Congress to give the States full freedom in these 
matters. 


i: Colorado Interstate Gas Co. v. Federal Power Commission, 321 U. S. 

581, 602-603 (1915). 


[ 10868 ] 

And the Court continued: 33 

Thus, where sales, though technically consummated in 
interstate commerce, are made during the course of 
production and gathering and are so closely connected 
with the local incidents of that process as to render rate 
regulation by the Federal Power Commission inconsist¬ 
ent or a substantial interference with the exercise bv 
the State of its regulatory functions, the jurisdiction 
of the Federal Power Commission does not attach. 1 ' 
But such conflict must be clearly shown. Exceptions 
to the primary grant of jurisdiction in the section are 

to be strictly construed. It is not sufficient to defeat 

%/ 

the Commission’s jurisdiction over sales for resale in 


“331 U. S. at 690. 
”331 U. S. at 690-691. 
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interstate commerce to assert that in the exercise of 
the power of rate regulation in such cases, local inter¬ 
ests may in some degree be affected. 


Ih Thc Federal Power Commission has not asserted jurisdiction over all 
sales taking place in the natural gas fields even though in interstate com¬ 
merce for resale for ultimate public consumption. In the Matter of Colum¬ 
bian Fuel Corp., 2 FPC 200; In the Matter of Billings Co., 2 FPC 288. 
We express no opinion as to the validity of the jurisdictional tests em¬ 
ployed by the Commission in the cases. 


But the foregoing remarks concerning the effect of 
the Act’s exemption of production and gathering were, two 
paragraphs later, rendered apparently unnecessary to the 
Court’s decision. For, in harmony with the facts pointed 
out by the Commission in its decision, and in connection 
with Interstate’s 


[10869] 

claim that the sales were exempt as a “part of the gathering 
process”, the Court held: 44 

By the time the sales are consummated, nothing fur¬ 
ther in the gathering process remains to be done. 


3<, 3I1 U. S. at 692. 

It is appropriate here to note that, in its brief filed in the Supreme Court 
in the Interstate case, the position of the Commission was expressly set forth in 
the statement that. "The Commission recognizes that the legislative history of 
the Act indicates that the gathering rates arc intended to be exempt if the 
transaction is at arm's-length. From this, the Commission assumes that where 
a sale is made at arm's length by one who is engaged in production and gather¬ 
ing exclusive of transportation and is not otherwise a natural gas company, and 
the sale is closely connected with and a part of local gathering, it is exempt as 
‘production and gathering of natural gas’.” Brief for Respondent. Federal 
Power Commission, filed in Interstate Natural Gas Company, Incorporated v. 
Federal Power Commission, et al.. in the Supreme Court of the United States. 
No. 733. October Term, 1946. p. 34. 

Elsewhere in that brief, the Commission made it clear that, on the basis 
of its findings.'Interstate was engaged in ''transporting” the gas after completion 
of gathering and prior to the sales (Emphasis supplied). Id., pp. 29-33. 
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More significant here, however, are later statements 
by the Supreme Court in its opinion in Federal Power 
Commission v. Panhandle Eastern Pipe Line Co., which 
directly interpreted the production and gathering exemp¬ 
tion. The Court there held beyond Commission control 
the transfer and disposition by Panhandle of certain gas 
leases, despite the fact that Panhandle had used the re¬ 
serves under such leases to obtain certificates of public 
convenience and necessity and despite their inclusion in 
its rate base. 37 


[10870] 

Refusing to ascnbe a narrow, meaning to Section 1 (b)’s 
exemption of production and gathering, the Court held 
leases to be “an essential part of production.” 38 And it said 
that, while certain sections of the Act: 39 

* * * bear evidence of congressional consideration of 
the relationship of production properties to other ele¬ 
ments of the natural-gas business, they do not even 
by implication suggest to us an extension of the regu¬ 
latory provisions of the Act to cover incidents con¬ 
nected with the production or gathering of gas. 

Furthermore, the Court pointed out that it had permitted 
the Commission to consider the cost of production and gath¬ 
ering for rate-making purposes in the Colorado Interstate 
case . Then the Court added that this “is not a precedent 


37 337 U. S. *198 (1949). 
3 *337 U. S. at 505. 
”337 U. S. at 506. 


1734 


10871 


\ 


for regulation of any part of production or marketi ng.’* 0 
Speaking of the evidence in the legislative history of the 
care taken by Congress to keep the power over the pro¬ 
duction and gathering of gas within the States, the Court 
observed: “ 


[10871] 

This probably occurred because the state legislatures, 
in the interests of conservation, had delegated broad 
and elaborate power to their regulatory bodies over 
all aspects of producing gas. * * * Congress enacted 
this Act after full consideration of the problems of 

m 

production and distribution. It considered the state 
interests as well as the national interest. It had both 
producers and consumers in mind. Legislative adjust¬ 
ments were made to reconcile the conflicting view's. 

The Court further pointed out that, as it had held the 
transfer of undeveloped leases an “activity related to the 
production and gathering of natural gas” beyond the cover¬ 
age of the Act, the authority of the Commission “cannot 
reach the sales” of such leases.” In concluding, the Court 
said that if the Commission is of the opinion that it should 
have such power, it is authorized to call the attention of 
Congress to that fact. To this statement, the Court appended 
a note saying that the Commission had, on April 28, 1948, 


60 337 U. S. at 506 (emphasis supplied). Marketing embraces the making of sales. 

The verb “market” is defined as follows: To deal in a market: to buv or sell.— 

# • 

v.t. To expose for sale in a market: to traffic in: to sell in a market; by exten¬ 
sion. to sell.” Webster’s New International Dictionary of the English Language 
(2d ed.. 1939). 

#1 337 U. S. at 512-513. 

* J 337 U. S. at 515. 
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submitted to Congress reports on its Natural Gas Investi¬ 
gation, Docket No. G-580. And significantly, the Court 
quoted the following: 

No reasonable basis is found in the Act or its legislative 
history for a conclusion that, although the “activities” 
of production and gathering are exempt under Section 
1(b), sales of natural gas which are made at arm’s 
length by producers and gatherers who do not there¬ 
after transport it in interstate commerce may be regu¬ 
lated. Unless such a distinction is specifically dis¬ 
claimed, doubts and uncertainties 

[10872] 

will continue to be felt and expressed regarding the 
possible jurisdiction under the Natural Gas Act of 
those who only produce and gather natural gas and 
then sell it to others transporting such gas in interstate 
commerce. Pp. 38-39. 

In view of the present unsettled state of this mat¬ 
ter, it is desirable, as the Commission has heretofore 
recommended, that the Congress should adopt appro¬ 
priate amendatory legislation to make it clear that 
independent producers or gatherers of natural gas, and 
their sale thereof to interstate pipe lines, are not sub¬ 
ject to the provisions of the Natural Gas Act. Such 
action will confirm what clearly appears to have been 
the original intent of Congress when it enacted the 
Natural Gas Act in 1938. Pp. 40-41. (Paragraphs from 
the report subscribed to by Commissioners Smith and 
Wimberly.)" 3 


* 3 337 U. S. at 51G-517. n. 25. 
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Integral to the portrayal of background is a reference 
to Cities Service Gas Co. v. Peerless Oil and Gas Co. 84 In 
considering this decision, it should be remembered that 
Section 1(b) determines the coverage of the Natural Gas 
Act, “and does so in the light of the situation existing at 
the time.” 85 Also, it is settled that the Act was meticulously 
drawn “to take in only territory which this Court had held 
the states could not 

[10873] 

reach.” 88 

We know of no decision of the Supreme Court, either 
before or since the passage of the Act, denying that a State 
has constitutional power to regulate a sale for resale in 
interstate commerce made in the process of production or 
gathering. Hence, in relation to contentions that such a 
denial must be implied from decisions like Missouri v. 
Kansas Gas Co./ 7 the Cities Service case assumes especial 
importance, as we shall now see. 


“340 U. S. 179 (1950). 

“Panhandle Eastern Pipe Line Company v. Public Service Commission, 332 U. 
S. 507, 516 (1947). 

“332 U. S. at 519; H. Rep. No. 709, 75th Cong., 1st sess., p. 2 (1937). 

In the cited Panhandle case, the Court referred to the impotence of States 
to act in relation to sales for resale "by interstate carriers" as the sales sought 
to be reached by Section 1(b). 332 U. S. at 516. 

Later, in Federal Power Commission v. East Ohio Gas Company, 3SS U. S. 
464, 472473 (1950), the Court in describing the gap which Congress intended 
to close, referred to its decisions holding that State regulatory power could not 
reach "high-pressure trunk lines” and sales for resale. 

• 7 265 U. $. 298 (1924). There the Court held that a State lacked constitutional 
power to regulate transportation and sale for resale in interstate commerce by 
an interstate transporter to a distributing company, such transaction being 
national, not local in character. 
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The Court there sustained an exercise of State power, 
in the interest of conservation, to fix a minimum price at 
the well-head for gas produced within its borders and sold 
in interstate commerce. In reaching this conclusion despite 
the absence of any enabling federal legislation, the Court 
made it clear that the State suffered no constitutional dis¬ 
ability under the Commerce Clause to undertake this sort 
of price regulation over producers, 

[10874] 

saying: 11 

* * * in a field of this complexity with such diverse 
interests involved, we cannot say that there is a clear 
national interest so harmed that the state price-fixing 
orders here employed fall within the ban of the Com¬ 
merce Clause. 

This decision thus makes it clear that the States do 
have constitutional power to regulate at least sales at the 
well head for resale in interstate commerce in the interests 
of conservation. While the Court did not decide the limits 
of State power to regulate sales in interstate commerce 
made in the process of production or gathering, it does 
remove any doubt that might have existed before whether 
all such sales are constitutionally forbidden to State regu¬ 
lation. 


•*340 U. S. at 188. Before reaching this conclusion, the Court earlier cited 
Cooley v. Port Wardens, 12 How. 299 (U. S. 1851), and said, "It is now’ well 
settled that a state may regulate matters of local concern over which federal 
authority has not been exercised, even though the regulation has some impact 
on interstate commerce." P. 186. 
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Another point we think worthy of note. In the Inter¬ 
state case, the Court asserted that this Commission’s juris¬ 
diction does not attach to sales technically consummated 
in interstate commerce, where they are “made during the 
course of production and gathering and are so closely con¬ 
nected with the local incidents of that process as to render 
rate regulation by the Federal Power Commission in¬ 
consistent or a substantial interference with the exercise 
by the State of its regulatory functions * * Then, the 
Court added, “But such conflict must 

[10875] 

be clearly shown.” Some view this as meaning that, by 
the Natural Gas Act, Congress has occupied this field with 
respect to each of such sales except where the indicated 
conflict is clearly shown. 

Yet in sustaining State regulatory power over certain 
of such sales in the Cities Service case, the Court pointed 
to Appellant’s failure to contend that the State orders 
there involved conflicted with the Federal authority as¬ 
serted by the Natural Gas Act, and said: 70 

Whether the Gas Act authorizes the Power Commis¬ 
sion to set field prices on sales by independent pro¬ 
ducers, or leaves that function to the states, is not 
before this Court. 

Taking all of this together, we cannot view the Inter¬ 
state decision, despite the language used, as holding that 


••See supra, p. 48. 
70 S40 U. S. at 188-189. 
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the rate jurisdiction of this Commission attaches to all 
interstate sales made in the course of production and gath¬ 
ering, except where the indicated conflict is clearly shown. 

In its Cities Service opinion, the Court nowhere re¬ 
ferred to its opinion in the Interstate case. The question 
whether “the Gas Act authorizes the Power Commission 
to set field prices on sales by independent producers, or 
leaves that function to the 

[10876] 

states”, we think is a question left undecided by either of 
those decisions. 


IS PHILLIPS A “NATURAL-GAS COMPANY”? 

But for the exemption of production and gathering 
in Section 1(b), as already noted, Phillips would be a 
“natural-gas company.” It concedes, and on the record 
here it could not deny, that the sales involved are sales “in 
interstate commerce of natural gas for resale for ultimate 
public consumption” within Section l(b)’s affirmatively 
stated coverage of the Act when considered independently 
of the exemption of production and gathering. Also, its 
operations clearly include the “transportation of natural 
gas in interstate commerce”, similarly within that affirma¬ 
tively stated coverage when considered independently of 
the exemption of production and gathering. 

The single question, therefore, is whether such sales 
and such transportation come within Section l(b)’s ban 
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prohibiting application of the Act's provisions to “pro¬ 
duction or gathering.” 

In addition to an analysis of the record and briefs in 
this case, we have again made an extensive review of the 
provisions of the Act, its history, our own decisions during 
13 years of administering the Act, and relevant judicial 
decisions. From that analysis and review, we have again 
concluded that we have no jurisdiction over transportation 
or sales made in the process of production or gathering. 

We believe that Congress, by the exemption of pro¬ 
duction and gathering, intended to deny this Commission 
jurisdiction over 

[10877] 

the business of producing and gathering. While the vari¬ 
ous evidences of the legislative intent are not always clear, 
by far the preponderance of that evidence supports the 
conclusion we have reached. For example, there is no deny¬ 
ing the impact of the repeated testimony by Mr. DeVane 
that the proposed legislation would not attempt to regulate 
producing or gathering rates or the gathering business. In 
addition, it should be noted that the “gathering business” 
necessarily includes at least the movement of gas, whether 
it be designated “transportation” or given some other label. 

Likewise, the legislative history of the Act, beginning 
with the reports of the Federal Trade Commission, per¬ 
suades us that the evils which Congress sought to correct 
by the regulation provided for in the Act did not encompass 
the activities of companies whose operations are confined 
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to production and gathering, including the movement and 
sale of gas as a part of that business. 

Furthermore, the Supreme Court in construing the 
production and gathering exemption has left no doubt that 
we are precluded from regulating “incidents connected 
with’' and any “activity related to production and gather¬ 
ing.” 71 Therefore, where the facts concerning interstate 
sales and transportation constitute them such “incidents” 
or “activities”, we shall hold them to be a part of the process 
or business of production and gathering, exempted by Sec¬ 
tion 1(b). Otherwise, we would encroach 

[10878] 

upon the area of control which Congress reserved to the 
States by that Section. 

The facts of this case convince us that we have no 
jurisdiction over Phillips. We find that its operations, so far 
as relevant, consist of production and gathering, or inci¬ 
dents of or activities related to these functions thus re¬ 
quiring their inclusion within the Act’s exemption. 

The production and gathering of gas do not constitute 
an end in itself, but a means to an. .end. Excepting use 
by the operator, that end usual ly is the sale of the gas and 
of products extractable by processing. Such processing' 
may include operations undertaken to make the gas salable, 
or other operations to obtain the extractable,prod ucts, or 
a combinatiou.of-beth^-- 


T federal Power Commission v. Panhandle Eastern Pipe Line Co., 357 U. S. 498, 
506, 515 (1949). 
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Phillips’ processing at its various plants includes oper¬ 
ations of both types. Such is the location of these plants 
in relation to the producing areas^jthat we find the move- 
ment of ga s bv Phillips to those plants to constitute gather¬ 
ing within the meaning of Section 1(b). In each instance, 

i§_c°ll ec t e d to a common point in or relatively 


near the plant where processing occurs ,to. mak e the gas, 
salable or to recover extractable products or both. The 
movement of the gas through each plant we find to be a 


part of PlhiIHps f ~gathering business, or at least exempt as 
an incident of or an activity related to its gathering process? 
And^we reach this same conclusion with respect to the 
relatively short lines leading from th’e poiht where'pro'cess=“ 
ing is partly or finally completed, to the ~ “ * 




[10879] 

various points where sale or delivery or both take place. 

In reaching these conclusions, we are fully aware 
that a number of the lines leading to the plants are of 
large diameter and that these include some of considerable 
lengths. We are also aware that, for the last several miles 
before reaching the plant, gas in some of these lines moves 
at a constant volume, there being no connections into or 
cut from the lines. Even if such segments were not “gath¬ 
ering” lines, we would be compelled to hold them exempt 
as incidents of gathering. But in our view all of these lines 


leading to the plants serve the function of gathering/ 5 


Since that is so, all movement of gas through these lines 
and the lines themselves are exempt. 
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In this connection, it should not be overlooked that 
Phillips’ natural-gas operations are complex, widespread, 
and numerous. But the size of its operations certainly 
provides no basis for applying principles more restrictive 
than those which are applicable to much smaller companies. 

[10880] 

We have held that Phillips’ gathering continues to the 
processing plants in each case. The gas then moves through 
the plants a short distance to points where the sales are 
consummated, such movement being a part of Phillips’ 
gathering business, or at least an exempt incident of its 
gathering process. Such sales, the end product of produc¬ 
tion and gathering, we find likewise to be a part of Phillips’ 
gathering business, or at least an exempt incident thereof. 

Parenthetically, it may be observed that the Supreme 
Court held in the Panhandle case that the transfer of un¬ 
developed leases is an “activity related to production and 
gathering” beyond the coverage of the Act, and that the 
authority of the Commission “cannot reach the sales.” 7 * 
In other words, the Act forbids our regulation of the sale 
of undeveloped leases, in effect the sale of gas in place. The 
sales of gas involved here, we hold are activities “related 
to production and gathering”, likewise placed beyond our 
control by the exemption in Section 1(b). We think the 
sales of gas made here as the end product of production 
and gathering are even more closely related to these func¬ 
tions than are the sales of undeveloped leases containing 
gas not yet produced and gathered. 


73 Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. S. 498 
(1949): see supra, pp. 49-52. 
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In addition to the conclusions we have already reached, 
the evidence in this case supplies still another 

[10881] 

type of barrier to our regulation of Phillips 7 sales. Though 
technically consummated in interstate commerce, these 
sales are made “during the course of production and gath¬ 
ering. 7774 And we expressly find that they are so closely 
connected with the local incidents of that process as to 
render rate regulation by this Commission inconsistent or 
a substantial interference with the exercise by the affected 
States of their regulatory functions. 

In the first place, we affirm what is implicit in our 
order instituting this proceeding, namely, that if Phillips 7 
sales were found to be jurisdictional, we would proceed 
with regulation of the rates charged. The impact of such 
regulation, in fixing just and reasonable rates under the 
Act, has consistently been to limit rates to an amount 
sufficient to recover costs plus no more than a reasonable 
return on actual legitimate investment. 

State regulation of the production and gathering of 
gas, on the other hand, is concerned with conservation; with 
the gathering and marketing of gas, particularly casing¬ 
head gas produced with oil, rather than flaring it; with 
the number, density, and location of wells in exploring 
and developing producing areas; with unitization of com¬ 
mon sources of supply; 


74 Scc supra, p. 48. 
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[10882] 

and with requiring ratable taking of gas and protecting 
the correlative rights of the various owners, together with 
so-called common-purchaser statutes authorizing enforce¬ 
ment of nondiscriminatory taking and purchasing of gas 
on the part of purchasers. Regulation by Oklahoma, Texas, 
and New Mexico, respectively, encompasses all or part of 
the foregoing aspects. 

In varying degrees, the evidence clearly shows that 
our regulation of sales made in the process of production 
and gathering would, by its very nature, be inconsisten t 
or constitute a substantial interference with such regula¬ 
tion of producers and ..gatherers by Oklahoma, Texas, and 
New Mexico. To cite one example, there is a direct rela- 
tion between price and conservation, an important concern 
in the regulation of each of the States. Even though a 
producer be allowed a reasonable return on actual legiti¬ 
mate investment, our fixing of maximum rates for his sales 
would run counter to State conservation efforts, through 
the fixing of minimum well-head prices or otherwise, to 
insure maximum recovery of gas prior to abandonment of 
the well. For the higher the profit, the longer it is econ¬ 
omical to operate the well. And to the extent that the 
producer could obtain a profit higher than that permissible 
under our maximum-price regulation, the longer abandon¬ 
ment would be postponed. Similarly, the higher 

[10883] 

the price paid to the producer and gatherer, the easier 
it becomes for the State to discourage by regulation the 
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flaring of gas and to encourage the gathering and market¬ 
ing of such gas. 75 This is particularly true as to casinghead 
gas. 

It is pertinent also to note that the several intervening 
producing states include those directly concerned, Okla¬ 
homa, Texas, and New Mexico. Their representatives vigor¬ 
ously urge that we have no jurisdiction, each contending 
that there would be, and supplying evidence of, a resulting 
conflict with its own regulation of producers and gatherers. 
Similar contentions are advanced by various representa¬ 
tives of producers, gatherers, and royalty owners. 

On the other hand, our staff argues earnestly that 
jurisdiction does exist. So also do representatives of the 
State of Wisconsin; the County of Wayne, Michigan; the 
City of Detroit, Michigan; the City of Kansas City, Missouri; 
and the City of Milwaukee, Wisconsin. A contention is 
also advanced that a failure to find jurisdiction leaves 
Phillips free to charge unreasonable rates, the burden of 
which will fall on ultimate consumers. Since we have 
failed to find jurisdiction, we have of course not inquired 
into the reasonableness of Phillips' rates. But if it be as¬ 
sumed they are 


[10884] 

or will become unreasonable, we can only say to those 
who would have us find jurisdiction, what has often been 


’“Additionally, it may be noted that the Supreme Court has observed that. 
“Low valuation by the [Federal Power] Commission of producing properties or 
low-cost allowance for purchased gas discourages exploration for gas or its sale 
in interstate commerce.” Federal Power Commission v. Panhandle Eastern 
Pipe Line Co., 337 U. S. 498. 507 (1949). 
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said by the Courts, that we think the remedy lies with 
Congress. 78 

Furthermore—while we recognize that this has no bear¬ 
ing on the principles of law which must govern our decision 
in this case—it is nevertheless appropriate to point out 
that our conclusion that we are without authority to regu¬ 
late the prices at which the producer and gatherer sells 
his gas to the pipe line does not leave the consuming 
public wholly without protection by us so far as this 
element in the cost of natural gas to the consumer is con¬ 
cerned. In passing upon certificates to construct and oper¬ 
ate pipe-line facilities, the Commission must consider broad¬ 
ly the question of public convenience and necessity. It can 
take into account the reasonableness of the prices at which 
an applicant proposes to purchase gas; and it can deny 
certificate authorization when excessive cost of gas pur¬ 
chased in the field would result in unreasonable rates to 
ultimate consumers. Likewise, in the exercise of its power 
to regulate the wholesale rates charged by interstate pipe¬ 
line companies, this Commission has ample authority to 
inquire into the reasonableness of all items of operating 
expense—including the cost of purchased gas—and to dis¬ 
allow, for purposes of rate-making, items of cost which are 
collusive or otherwise improperly excessive. While these 
observations are without influence upon our 


7 "$ce, e.g., Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 

U. S. -198, 515-516 (19*19); 

Price v. Gurney, 321 U. S. 100, 107 (1945); 

A. F. L. v. N. L. R. B., 308 U S. 401, 411-412 (1940). 
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[10885] 

decision on the law and facts in the instant proceeding, we 
think it important that they be understood. If such author¬ 
ity be deemed insufficient to afford adequate protection to 
the consuming public, the appropriate remedy is through 
amendatory legislation by the Congress, rather than through 
an effort so to construe the Natural Gas Act by adminis¬ 
trative interpretation as to bring about a result not con¬ 
templated by the Congress when it enacted that Act. 

Some question has been raised on this record as to 
whether our action herein is reviewable on petition of any 
party. We would be greatly concerned if our decision were 
not so reviewable for we deem it of the utmost importance 
that there be an early and conclusive answer to the ques¬ 
tion whether we have erred in refraining from asserting 
jurisdiction over sales made in the process of production 
and gathering throughout the 13 years under the Natural 
Gas Act. We are, however, convinced that all public agen¬ 
cies representing consumer interests which have partici¬ 
pated as parties in these proceedings may obtain judicial 
review of our action in this case under the provisions of 
Section 19(b) of the Natural Gas Act. The Supreme Court 
made it clear that “the aim of the Act was to protect ulti¬ 
mate consumers of natural gas from excessive charges.”" 
And, even without this judicial assurance, we are con¬ 
fident from the terms of the Act itself, as well as from 
its legislative history, that such is its primary purpose. 


"Federal Power Commission, et al. v. Interstate Natural Gas Company, et al., 
336 U. S. 577. 581. See also Federal Power Commission v. Hope Natural Gas 
Company, 320 U. S. 591, 610, 612. 
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[10886] 

Furthermore, the Act contains express recognition of 
the special interest of State and local agencies as repre¬ 
sentatives of consumers in our regulation of those sales 
subject to our jurisdiction. Thus, Section 15(a) authorizes 
us to admit as a party, in any proceeding before the Com¬ 
mission, among others, “any interested State, State com¬ 
mission, municipality or any representative of interested 
consumers.’' Likewise, Section 4(e) authorizes us to enter 
upon hearings concerning the lawfulness of rate changes 
upon complaint of “any State, municipality, or State com¬ 
mission.” Again, in Section 5(a), we are empowered to 
institute investigations of existing rates, upon complaint 
of the same public bodies. 7 * 

While it is true that only the wholesale rates of natural- 
gas companies are subject to regulation by this Commis¬ 
sion, the legislative history of the Act amply demonstrates 
that the whole statutory scheme of Federal regulation was 
based upon the presumption that wholesale rates will nor¬ 
mally be reflected in retail rates to consumers. Thus, the 
Supreme Court has said that natural-gas consumers “were 
the intended beneficiaries of rate reductions ordered by the 
federal commission, though state machinery might have to 
be invoked to obtain lower rates at the consumer level. 
The rates charged a wholesaler are 

[10887] 

part of its costs, reflected in its rate base. Reduction of 
those costs normally will lead in due course to reduction 


78 See also Sees. 5(b) and 17(c). 
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in its resale rates, unless we are to assume that the passage 
of the Natural Gas Act was an exercise in futility.” 7 ’ Simi¬ 
larly, reductions in wholesale rates to local distributors 
normally will result in reduced retail rates. 


We must, and do, assume that this would have been 
the result in the instant case had we found Phillips to be 
a natural-gas company, that its rates were subject to our 
regulatory jurisdiction, and that they were excessive since 
all wholesale rates charged by the interstate pipe lines 
purchasing from Phillips are subject to our regulatory in¬ 
vestigation and orders, and since the retail rates of the 
customers of such wholesalers are regulated by public 
agencies of the several States in which they serve. 

But our decision has deprived the ultimate consumers 
of gas thus sold by Phillips of the benefit of any rate 
reduction which might have followed a finding that juris¬ 
diction exists. Certainly this should give their representa¬ 
tives the standing of “aggrieved” parties. 

It is too well established to require more than passing 
reference that official action causing a reasonable certainty 
of 


[10888] 

economic injury constitutes a basis for aggrievement under 
statutory review provisions substantially identical with 
those of the Natural Gas Act." 0 By like reasoning, denial 


7# Fedcral Power Commission v. Interstate Natural Gas Company, 336 U. S. 577, 
581 (1948). 

80 Federal Communications Commission v. Sanders Radio Station, 309 U. S. 470; 
Scripps-Howard Radio, Inc. v. Federal Communications Commission, 316 U. S. 4; 
Associated Industries v. Ickes, 134 F. 2d 694 (C. A. 2). vacated and remanded on 
other grounds, 320 U. S. 707. 
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to any party of a reasonably certain economic advantage 
must also result in aggrievement. 

Our uniform practice has been consistent with these 
conclusions. Indeed, our General Rules and Regulations 
provide that any State commission may intervene merely 
by giving notice of its desire to do so. We have never 
doubted that such parties had standing, under appropriate 
circumstances, to petition for judicial review of our orders 
even though only wholesale rates were involved. 

In view of the foregoing, we can see no jurisdictional 
barrier in the paths of the State or Public Service Com¬ 
mission of Wisconsin, or the County of Wayne, Michigan 
or the Cities of Detroit, Kansas City or Milwaukee, should 
they conclude that our decision is based on a mistaken 
concept of law' or is otherwise invalid. 

[10889] 

For all of the foregoing reasons, 

The Commission further finds: 

(1) Phillips Petroleum Company is engaged in the 
“production and gathering” of natural gas within 
the meaning of Section 1(b) of the Natural Gas 
Act. 

(2) Phillips' movement of gas in interstate commerce 
and its sales thereof for resale in interstate com¬ 
merce, together with its processing operations, 
all constitute a part of its gathering business, or 
they are incidents of or activities related to such 
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business, so that such movement, processing, and 
sales come within the exemption of production 
and gathering in Section 1(b) of the Act. 

(3) Phillips Petroleum Company is not a “natural- 
gas company” within the meaning of Sections 
1(b) or 2(6) of the Natural Gas Act. 

The Commission orders: 

That the proceeding initiated by the Commission's 
order of October 28, 1948, in Docket No. G-1148 be, 
and the same hereby is, terminated. 

By the Commission. Commissioner Draper concurring in 

the result. 

Commissioner Buchanan dissenting. 


J. H. Gutride, 

Acting Secretary. 

Date of Issuance: August 22, 1951 

[10890] 

In the Matter of 
Phillips Petroleum Company 

DRAPER, Commissioner, concurring: 

The majority decision is based on two separate grounds. 

First, it is held that the sales by Phillips are a part of 
production and gathering and that such sales are therefore 
exempt from jurisdiction by the “production and gathering” 


Docket No. G-1148 
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clause of Section 1(b) of the Natural Gas Act. While I 
agree with the view of the majority that these sales are 
made in the course of production and gathering, I must 
disagree that they are exempt for this reason alone. My 
disagreement is made necessary by the statements of the 
Supreme Court of the United States in Interstate Natural 
Gas Company v. Federal Power Commission , 331 U. S. 682. 
As I read its unanimous opinion, the Commission's juris¬ 
diction does attach to sales for resale in interstate com¬ 
merce made during the course of production and gathering, 
except where they are “so closely connected with the local 
incidents of that process as to render rate regulation by 
the Federal Power Commission inconsistent or a substantial 
interference with the exercise by the State of its regulatory 
functions * 331 U. S. at 690. This has been my con¬ 

sistent view and was the basis for my dissent when the 
Commission adopted its Order No. 139, referred to in the 
majority opinion. My position should be the more clear 
from the following question which I addressed to counsel 
at the outset of the oral argument in these proceedings: 
“Are they (sales made by Phillips to pipe line companies 
admittedly in interstate commerce) made during the course 
of production and gathering and are (they) so closely 
connected with the whole instance of 

[10891] 

that process as to render rate regulation by the Federal 
Power Commsision inconsistent, or in substantial inter¬ 
ference with the exercise by the state of its regulatory 
functions? I think that is the whole question in this case." 
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The second ground for the majority decision is its 
finding that inconsistency or substantial interference with 
state regulation would result from regulation of Phillips , 
sales by this Commission. I agree with this finding. My 
exhaustive study of the record in this case convinces me 
that there would clearly result a conflict of the sort con¬ 
templated by the language used in the Interstate opinion. 
Since this is so, as the Court said in that case, “The juris¬ 
diction of the Federal Power Commission does not attach.” 

I therefore concur in the result reached by the majority, 
but only for the reasons I have stated. 


Claude L. Draper, Commissioner 

August 16, 1951 

Dtae of Issuance: August 22, 1951 


[10892] 


In the Matter of 

Phillips Petroleum Company 


Docket No. G-1148 


BUCHANAN, Commissioner, dissenting : 


I cannot agree with the decision of the majority. 

The majority are in error in holding that the wholesale 
sales of natural gas in interstate commerce by Phillips Pe¬ 
troleum Company (Phillips) in the States of Texas, Okla¬ 
homa and New Mexico to five interstate pipeline companies 1 


x Michigan-\Visconsin Pipe Line Co., Panhandle Eastern Pipe Line Co., Inde¬ 
pendent Natural Gas Co.. El Paso Natural Gas Co. and Cities Service Gas Co. 
(See Appendix B) 


1755 








10892 


for ultimate public consumption in the States of California, 
Arizona, New Mexico, Kansas, Nebraska, Iowa, South Da¬ 
kota, Minnesota, Missouri, Illinois, Wisconsin, Indiana, Ohio 
and Michigan are not within the scope of the rate provisions 
of the Natural Gas Act (Act), and that Phillips is not sub¬ 
ject to the provisions of the Act as a “natural-gas company.” 

When the bill which became the Natural Gas Act 3 was 
pending before Congress the House Committee on Inter¬ 
state and Foreign Commerce stated in its report: 

Your committee believes that this legislation is 
highly desirable to fill the gap in regulation that now 
exists by reason of the lack of authority of the State 
commissions.” H. Rept. No. 709, 75th Cong., 1st Sess., 
p. 3/ 

It is extremely regrettable to me and I believe equally 
shocking to the public to learn that my colleagues, through 
their action, revive a serious “gap” in regulation which 
Congress closed in 1938 and which the Courts have since 
declared no longer exists. 


[10893] 

# 

When Congress enacted the Natural Gas Act, it de¬ 
clared the national policy in so doing as follows: 

Section 1. (a) As disclosed in reports of the 
Federal Trade Commission made pursuant to Senate 
Resolution 83 (Seventieth Congress, first session) and 
other reports made pursuant to the authority of Con- 


3 52 Stat. 821 (1938). 15 U. S. C. see. 717 et scq. 
’Emphasis supplied unless otherwise noted. 
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gress, it is hereby declared that the business of trans¬ 
porting and selling natural gas for ultimate distribution 
to the public is affected with a public interest, and that 
Federal regulation in matters relating to the trans¬ 
portation of natural gas and the sale thereof in inter¬ 
state and foreign commerce is necessary in the public 
interest. 

Subsequently, the Supreme Court in speaking of the 
Congressional policy said: 

The primary aim of this legislation was to protect 
consumers against exploitation at the hands of natural 
gas companies. * * * Federal Power Commission, et al. 
v. Hope Natural Gas Co., 320 U. S. 591, 610. 

* 

The evidence in this case shows beyond a doubt that 
the majority opinion would permit the very exploitation 
which the Natural Gas Act was designed to prevent. The 
majority suggest that the consumers of natural gas, if they 
are to have protection from excessive interstate gas rates 
must now go to the Congress to seek an amendment of the 
Act. 


This is to be contrasted with the view of the Commis¬ 
sion only last year when we were of the opinion 4 that pro¬ 
ducers 

[ 10894 ] 

such as Phillips who sell natural gas in interstate commerce 
would have to obtain an amendment of the Act to accom- 


4 Kerr Bill, H. R. 1758. Commissioners Smith and Wimberly believed the Act 
should be “clarified” and favored passage of the Bill; Commissioners Draper, 
Olds and Buchanan opposed the legislation as detrimental to consumers and 
against the public interest. 
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plish that which the majority attempts to give them here. 
Producers, representatives of producing States and the 
Congress evidently were of the same opinion as the Com¬ 
mission as to the import of the Natural Gas Act. For after 
a bitter and extremely close struggle, 9 the Congress at the 
urging of these groups passed an amendment to the Act 
to remove from this Commission's jurisdiction wholesale 
sales in interstate commerce by the so-called “independent” 
or non-affiliated producers of natural gas such as Phillips. 
The resounding veto of the amendment by the President 
of the United States pointed out that it was not in the 
public interest. Significantly no attempt was made to over¬ 
ride the presidential veto. 


L 

Bearing in mind that the purpose of the Congress in 
enacting the Natural Gas Act was to close the gap in the 
regulation of natural gas moving in interstate commerce, 
the first inquiry arises what was the gap at the time the 
Congress acted. 

In Interstate Natural Gas Co. v. Federal Power Com¬ 
mission, 331 U. S. 682, 689-90, the Supreme Court stated: 

[ 10895 ] 

In a series of decisions announced prior to the 
passage of the Act, this Court had held that, although 


“The record of the vote on H. R. 1758 (Kerr Bill) in each branch of Congress 
shows: Senate—44 “yeas,” 38 “nays." 14 not voting. 96 Cong. Rec. 4304; House- 
176 “yeas," 174 "nays,” 2 voting present, 70 not voting. Messrs. Wilson of Indiana, 
Shafer, Latham and Moulder changed their votes from "nay” to"yea”. 96 Cong. 
Rec. 4567. 
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Congress had not acted, the regulation of wholesale 
rates of gas and electrical energy moving in interstate 
commerce is beyond the constitutional powers of the 
States. 13 * * * As was stated in the House Committee 
report, the “basic purpose” of Congress in passing the 
Natural Gas Act was “to occupy this field in which 
the Supreme Court has held that the States may not 
act.” 13 In denying the Federal Power Commission juris¬ 
diction to regulate the production or gathering of 
natural gas, it was not the purpose of Congress to 
free companies such as petitioner from effective public 
control. The purpose of that restriction was, rather, to 
preserve in the States powers of regulation in areas in 
which the States are constitutionally competent to act. 

ls Missouxi v. Kansas Natural Gas Co., 265 U. S. 298 (1924); Public Utilities 
Conun’n v. Attleboro Steam & Electric Co., 273 U. S. 83 (1927); State Corp. 

Comm’n v. Wichita Gas Co., 290 U. S. 561 (1934). 

• • • 

15 H. R. Rep. No. 709, 75th Cong., 1st Sess., 2. 

In Panhandle Eastern Pipe Line Co. v. Public Service 
Commission , 332 U. S. 507, the Court said, at page 520: 

“The Natural Gas Act created an articulate legis¬ 
lative program based on a clear recognition of the 
respective responsibilities of the federal and state regu¬ 
latory agencies. It does not contemplate ineffective 
regulation at either level. We have emphasized re¬ 
peatedly that Congress meant to create a comprehen¬ 
sive and effective regulatory scheme, complementary 
in its operation to those of the states and in no manner 
usurping their authority. Public Utilities Comm’n v. 
Hope Gas Co., 320 U. S. 591, 609-610; Interstate Gas 
Gas Co., 317 U. S. 456, 467; Power Comm’n v. Hope 
Gas Co., 320 U. S. 591, 609-610; Interstate Gas Co. v. 
Power Comm’n , 331 U. S. 682, 690. 
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In Federal Power Commission v. East Ohio Gas Co., 
338 U. S. 464, at page 472, the Court reaffirmed its deter¬ 
mination that the States are powerless to act respecting 
wholesale 

[ 10896 ] 

sales of natural gas in interstate commerce to interstate 
pipe-line companies. 

The Court makes it clear that the gap which Congress 
closed by the enactment of the Natural Gas Act was the 
gap created by decisions of the Supreme Court prior to the 
passage of that Act. It said (pp. 471-72): 

* * * Urging that all of East Ohio’s business is 
fully subject to regulation by the state, they rely on 
statements by this Court that Congress intended not 
to cut down state regulatory power but rather to sup¬ 
plement it by closing “the gap created by the prior 
decisions.” Panhandle Eastern Pipe Line Co. v. Public 
Service Comm’n, 332 U. S. 507, 517-19; see also Public 
Utilities Common of Ohio v. United Fuel Gas Co., 317 
U. S. 456, 467. We adhere to those statements. But 
prior constitutional decisions, not what we have since 
decided or would decide today, form the measure of 
the gap which Congress intended to close by this Act. 
Illinois Gas Co. v. Public Service Co., 314 U. S. 498, 
508; and see Parker v. Motor Boat Sales, 314 U. S. 244, 
250. 

(Emphasis the Court’s) 

It is to be noted that the Supreme Court in pointing 
out that the regulation of wholesale rates of gas moving 
in interstate commerce is beyond the constitutional powers 


1760 




10897 


of the States and that the basic purpose of Congress in 
passing the Natural Gas Act was to occupy this field in 
which the Supreme Court has held they may not act, has 
repeatedly cited the Attleboro case. Even a cursory reading 
of the Supreme Court decision in that case makes it clear 
that the very type of sales in which Phillips engages was 
the type of sales to which the Supreme Court referred in 
its decision in the Attleboro case. 

[ 10897 ] 

The Attleboro case" arose when the Narragansett Elec¬ 
tric Lighting Company engaged in the manufacture of 
electric energy in Providence, Rhode Island, undertook to 
increase its rates for the sale of electric energy to Attleboro 
Steam & Electric Company in Massachusetts for distribu¬ 
tion locally in that State. 

In holding that the Rhode Island Commission could 
not fix the rates to be charged by Narragansett Electric in 
Rhode Island to the Attleboro Company in Massachusetts 
the Supreme Court plainly delineated the “gap” in regu¬ 
lation of interstate commerce, by stating, at page 89: 

It is clear that the present case is controlled by 
the Kansas Gas Co. Case. The order of the Rhode 
Island Commission is not, as in the Pennsylvania Gas 
Co. Case, a regulation of the rates charged to local 
consumers, having merely an incidental effect upon 
interstate commerce, but is a regulation of the rates 
charged by the Narragansett Company for the inter- 


•Public Utilities Commission of Rhode Island v. Attleboro Steam & Electric Co., 

273 U. S. 83 (1927). 
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state service to the Attleboro Company, which places 
a direct burden upon interstate commerce. Being the 
imposition of a direct burden upon interstate com¬ 
merce, from which the state is restrained by the force 
of the commerce clause, it must necessarily fall, re¬ 
gardless of its purpose. * * * The test of the valid¬ 
ity of a state regulation is not the character of the 
general business of the company, but whether the par¬ 
ticular business which is regulated is essentially local 
or national in character; * * * * Plainly, however, the 
paramount interest in the interstate business carried 
on between the two companies is not local to either 
state, but is essentially national in character. The rate 
is therefore not subject to regulation by either of the 
two states in the guise of protection to their respective 
local interests; but, if such regulation is required it 
can only be attained by the exercise of the power 
vested in Congress. 


[ 10898 ] 

The cases cited express the consistent view of the Su¬ 
preme Court from Gibbons v. Ogden, 22 U. S. 1 (1824), 
down to the present date and that view was well under¬ 
stood by Congress when it had under consideration the 
passage of the Natural Gas Act. 

On June 7,1938, there was printed in the Congressional 
Record a declaration of Senator Wheeler, Chairman of the 
Senate Committee on Interstate Commerce and in charge 
of the bill, as to the “Necessity for Federal Regulation of 
the Natural-Gas Industry,” 83 Cong. Rec. App. 2422 et seq., 
which contains the following language, at page 2422: 


10899 


“The courts have held that sales for resale, or so- 
called wholesale sales in interstate commerce, are not 
subject to State regulation ( Missouri v. Kansas Gas 
Co., 265 U. S. 298 (1924); Public Service Commission 
v. Attleboro Steam and Electric Company , 273 U. S. 83 
(1927); East Ohio Gas Co v. Tax Commission of Ohio , 
283 U. S. 465. 

Neither the sending nor receiving State may regu¬ 
late the wholesale rates. The consumption of natural 
gas in the States is secured for the most part through 
interstate transmission, and the cost thereof is a very 
material element in determining the price the local 
consumers must pay for their gas. 

And at page 2424. 

Federal jurisdiction plus the jurisdiction of the 
several States should be so utilized and coordinated 
as to produce effective regulation and the termination 
of existing abuses to the end that there should be no 
unregulated twilight zone. Otherwise our system fails 
in a very crucial situation. 

This bill is designed to provide the necessary com¬ 
plement to State regulations * * *. 

[ 10899 ] 

Thus, it is clear that the sales by Phillips in issue 
here are such sales over which the Congress, relying on 
decisions of the Supreme Court, intended to assert its power 
when it enacted the Natural Gas Act. 7 


7 The legislative history of H. R. 6586 is devoid of any suggestion to the contrary: 
"Merc uncorroborated hearsay or rumor does not constitute substantial evidence.” 
Edison Co. v. Labor Board, 305 U. S. 197, 230. 
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The statements referred to in the majority opinion 
of Mr. DeVane, Solicitor of the Federal Power Commission, 
made in 1936 before the House Committee on H. R. 11662, 
74th Cong., 1st Sess., a predecessor bill to H. R. 6586, 75th 
Cong., 1st Sess., are misleading. H. R. 11662 differed fun¬ 
damentally from H. R. 6586 in its jurisdictional provisions. 
It only provided for regulation over transportation of nat¬ 
ural gas in high-pressure mains in interstate commerce, 
not over transportation and sales of natural gas in inter¬ 
state commerce for resale. See Appendix “C” hereto. 

The identical argument that Section 1(b) of the Natu¬ 
ral Gas Act exempts the sales of producers and gatherers, 
based upon the same statements of Mr. DeVane concerning 
H. R. 11662, was fully presented to the Supreme Court in 
Interstate Natural Gas Co. v. Federal Power Commission, 
331 U. S. 682; and rejected by the Court’s decision that this 
Commission possessed jurisdiction to regulate the whole¬ 
sale rates there involved. See Petitioner’s Brief, Interstate 
Natural Gas Co. v. Federal Power Commission , Case No. 
733, October Term 1946, pp. 33-39. 

The majority state in effect, that the Supreme Court in 
Cities Service Gas Co. v. Peerless Oil and Gas Company, 340 
U. S. 179 (1950), reversed its long and consistent holding 
that the States 


[ 10900 ] 

were impotent to regulate the kind of sales here involved. 
This view is wholly unwarranted, for as the Court expressly 
stated, page 188: 
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Appellant does not contend that the Orders con¬ 
flict with the Federal authority asserted by the Natural 
Gas Act, 52 Stat. 821 (1938), 15 U. S. C. §717 et seq. 
(1948). The Federal Power Commission has not par¬ 
ticipated in these proceedings. Whether the Gas Act 
authorizes the Power Commission to set field prices 
on sales by independent producers or leaves that func¬ 
tion to the States, is not before this Court. 

Moreover, assuming, arguendo, that a modification of 
the Constitutional gap has occurred since the passage of 
the Natural Gas Act, such modification would have no 
bearing on the question presented in this case. As has 
been noted the Supreme Court stated in the East Ohio case, 
supra , that the gap which was filled by the Act w r as that 
which existed under the Supreme Court’s decisions at the 
time of the enactment of the statute and which gap clearly 
includes the kind of sales made by Phillips. 


n. 

The evidence of record in this proceeding conclusively 
establishes as will be shown hereinafter that the sales here 
in issue, by Phillips to the five pipe-line companies are 
consummated after “production” and “gathering” are com¬ 
pleted. Contrary to the evidence, however, Phillips con¬ 
tends, and the majority conclude, that these sales are “a 
part of its gathering business, or they are incidents of or 
activities related to such business, so that” 
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[ 10901 ] 

the “sales come within the exemption of production or 
gathering in Section 1 (b) of the Act.” 8 It should be noted 
that Commissioner Draper, one of the majority, does not 
concur in this view of the majority. 

In other words, despite the legislative history of the 
Act showing that there was to be no “unregulated twilight 
zone” and judicial decisions to that effect, the majority 
say there is a gap. 

Even if it be assumed, arguendo, that the majority 
have correctly held that the sales are consummated “during 
the course of production or gathering,” the position of the 
majority in the instant case, that such sales are therefore 
exempt from our jurisdiction has been decided adversely 
to their view, first by this Commission, 3 F. P. C. 416, 48 
PUK (NS) 267; secondly by the Court of Appeals for the 
Fifth Circuit, Interstate Natural Gas Co. v. Federal Power 
Commission, 156 F. 2d 949 (1946); and lastly by the Su¬ 
preme Court of the United States, Interstate Natural Gas 
Co. v. Federal Power Commission, 331 U. S. 682 (1947). 

The basic facts in the Interstate case were for all prac¬ 
tical purposes identical to those presented here. The Com¬ 
mission in its Opinion in that case found: 


8 $ection l.(b) The provisions of this act shall apply to the transportation of 
natural gas in interstate commerce, to the sale in interstate commerce of natural 
gas for resale for ultimate public consumption for domestic, commercial, indus¬ 
trial, or any other use, and to natural-gas companies engaged in such transporta¬ 
tion or sale, but shall not apply to any other transportation or sale of natural 
gas or to the local distribution of natural gas or to the facilities used for such 
distribution or to the production or gathering of natural gas. 
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[ 10902 ] 

Interstate owns and operates an integrated natural 
gas system consisting of 110 gas wells in the Monroe 
gas field located in northern Louisiana, pipe lines 
which gather the gas produced from its own wells, and 
gas purchased from other producers, and pipe lines 
which transport substantially all of that gas in inter¬ 
state commerce to various points of sale and delivery 
in Louisiana and Mississippi. (3 F. P. C. 416, 418-19) 

There, as here, the jurisdictional question involved 
sales to interstate pipe-line companies: 

The jurisdictional dispute presented in these pro¬ 
ceedings involves Interstate's sales of gas in northern 
Louisiana to the Mississippi River Fuel Corporation, 
to Southern Natural Gas Company, and to United Gas 
Pipe Line Company for the account of Memphis Natu¬ 
ral Gas Company. (Id. p. 419) 

Before this Commission, Interstate made the identical 
contention that Phillips makes, and with which the major¬ 
ity here agree, viz., that all of its pipe-line systems extend¬ 
ing to the points of sale in issue were “gathering” lines. 
The Commission rejected Interstate’s contention, saying: 

It is clear from the evidence that as a practical 
operating matter Interstate does not consider its trans¬ 
portation lines as something separate from its field 
lines. Interstate’s pipe lines are operated as a unit. 
* * * Interstate transports the gas which it buys from 
such companies in the Monroe field and commingles 
that gas with gas which it has produced and gathered 
in the Monroe field, and then transports this corn- 
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mingled gas [from 2 to 4 miles] to the points of sale 
and delivery in Louisiana to the Mississippi River 
Fuel Corporation, Southern Natural Gas Company, and 
United Gas Pipe Line Company for the account of 
Memphis Natural Gas Company. The gas transported 
and sold by Interstate to these three pipe line Com¬ 
panies continues to flow in interstate commerce and, 
as an established course of business well known to 
Interstate, is destined for resale for ultimate public 
consumption in Memphis, St. Louis, Birmingham, At¬ 
lanta, and other markets outside Louisiana. (Id. p. 420) 

[ 10903 ] 

The claim to jurisdictional immunity made by Inter¬ 
state, was stated as follows: 

* * * Interstate does not now deny that the sales 
of natural gas to the three pipe line Companies consti¬ 
tute sales of natural gas in interstate commerce for 
resale, but it contends that each of these sales consti¬ 
tutes a sale in the “production and gathering” of gas 
and falls within the claimed exemption stated in 1(b) 
of the Natural Gas Act. (Id. p. 420) 

The Commission refused to accept this interpretation 
of Section 1(b) saying: 

The negative language in Section 1(b) upon which 
the Interstate Company relies for its claimed exemp¬ 
tion involving these sales provides that the Commission 
shall not have jurisdiction over “the production or 
gathering of natural gas.” When the distinction be¬ 
tween production and gathering of natural gas , and 
the sale of such gas in interstate commerce is kept in 
mind, effect is given to the Congressional objective. 
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The Commission is bound to obey the command of 
Congress to regulate these sales in interstate com¬ 
merce for resale to the three pipe line Companies. Such 
is clearly the implication of the decision of the Circuit 
Court of Appeals in Peoples Natural Gas Co. v. Fed¬ 
eral Power Commission, 127 F. (2d) 153; cert. den. 316 
U. S. 700 (Id. p. 421) 

It is that very interpretation of Section 1(b) then 
rejected by this Commission in the Interstate case which 
the majority now espouse in their opinion. 

Interstate reiterated its interpretation of Section 1(b) 
of the Natural Gas Act in its appeal from the Commission’s 
decision to the Court of Appeals for the Fifth Circuit. The 
Court stated Interstate’s contention as to Sec. 1(b) thus: 

[ 10904 ] 

Petitioner is here complaining: (1) that the sales 
were not within, but were expressly excluded from, 
the jurisdiction of the commission; * * * Interstate 
Natural Gas Co. v. Federal Power Commission, supra, 
p. 950. 

The contention of Interstate there as to Section 1(b) 
was the same as adopted by the majority here. But the 
Court of Appeals, in affirming the Commission’s assertion 
of jurisdiction and rejecting the contention of Interstate, 
clearly pointed out a basic error of the majority here. 

We think petitioner’s difficulties in construction 
and interpretation arise out of the fact that, treating 
unlike things as alike, it tries to read the exception 
with respect to production or gathering as an excep - 
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tion with respect to sales. There is no warrant in the 
act'for so doing. It is very simply and plainly written. 
After stating what it shall apply to, it then states what 
it shall not apply to. Under familiar rules of con¬ 
struction, a negation in or exception to a statute will 
be construed so as to avoid nullifying or restricting 
its apparent principal purpose and the positive pro¬ 
visions made to carry them out. No conflict with them 
will, therefore, be found unless the conflict is clear 
and inescapable and then only the precise point of the 
conflict. Cf. Hartford v. Federal Power, 2 Cir., 131 
F 2d 933. Here the statute was drawn to regulate, it 
picked out for inclusion “sale in interstate commerce of 
natural gas for resale for ultimate public consumption.” 
It excluded from the scope of the act sales other than 
of this kind. It included transportation in interstate 
commerce. It excluded local distribution of natural 
gas. 

Unnecessarily perhaps but in the interest of mak¬ 
ing clear that the act gave jurisdiction only over sales 
and transportation of the kind described in it, it used 
language removing from any doubt that the Commis¬ 
sion was not to have jurisdiction over properties used 
for production and local distribution or the activities 
of production and gathering. It did this by expressly 
providing that the act should not apply “to the facilities 
used for such [i. e. local] distribution or to the pro¬ 
duction or gathering of natural gas.” Id. p. 951 

[ 10905 ] 

Again in the Supreme Court Interstate urged its in¬ 
terpretation of Section 1(b). The Supreme Court said, 
(331 U. S. at 689, 690-1) 
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The Company contends, however, that regardless 
of whether the sales in question are in interstate 
commerce, those transactions fall within the clause of 
§1 (b) specifically excepting from the Commission’s 
jurisdiction, regulation of “* * * the production or 
gathering of natural gas.” * * * 

In a series of decisions announced prior to the 
passage of the Act, this Court had held that, although 
Congress had not acted, the regulation of wholesale 
rates of gas and electrical energy moving interstate 
commerce is beyond the constitutional power of the 
States. 11 * * * As was stated in the House Committee 
report, the “basic purpose” of Congress in passing the 
Natural Gas Act was “to occupy this field in which 
the Supreme Court has held that the States may not 
act.” 15 In denying the Federal Power Commission juris¬ 
diction to regulate the production or gathering of 
natural gas, it was not the purpose of Congress to free 
companies such as petitioner from effective public con¬ 
trol. The purpose of that restriction was, rather, to 
preserve in the States powers of regulation in areas in 
which the States are constitutionally competent to act. 
Thus the House Committee Report states: “The bill 
takes no authority from State commissions, and is so 
drawn as to complement and in no manner usurp State 
regulatory authority * * *.” 1# Clearly, among the pow¬ 
ers thus reserved to the States is the power to regulate 
the physical production and gathering of natural gas 


"Missouri v. Kansas Natural Gas Co., 265 U. S. 298 (1924): Public Utilities 
Comm’n v. Attleboro Steam Sc Electric Co., 273 U. S. 83 (1927): State Corp. 
Comm’n v. Wichita Gas Co., 290 U. S. 561 (1934). 


"H. R. Rep. No. 709. 75th Cong., 1st Sess., 2. 

"Ibid. 
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in the interests of conservation or of any other con¬ 
sideration of legitimate local concern. 17 

[ 10906 ] 

That the Supreme Court was saying that sales made 
during the course of production or gathering are subject 
to our jurisdiction is made conclusive by the following 
language of the Court which came on the heels of the 
preceding quotation: (Id. p. 690-1): 

* * * Thus where sales, though technically con¬ 
summated in interstate commerce, are made during 
the course of production and gathering and are so close¬ 
ly connected with the local incidents of that process 
as to render rate regulation by the Federal Power 
Commission inconsistent or a substantial interference 
with the exercise by the State of its regulatory func¬ 
tions, the jurisdiction of the Federal Power Commis¬ 
sion does not attach. But such conflict must be clearly 
shown. Exceptions to the primary grant of jurisdiction 
in the section are to be strictly construed. It is not 
sufficient to defeat the Commission’s jurisdiction over 
sales for resale in interstate commerce to assert that 
in the exercise of the power of rate regulation in such 

cases, local interests may in some degree be affected. 

* * * 


As will be developed later, the sales here in issue are 
not so connected with the local incidents of production and 


i: Colorado Interstate Gas Co. v. Federal Power Comm’n, 324 U. S. 581, 602- 
603 (1945). 
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gathering* as to cause regulation by the Federal Power 
Commission to be inconsistent or a substantial interference 
with state regulated functions. In fact state regulation of 
Phillips’ twelve sales here in issue is completely absent. 
Moreover, the Supreme Court’s statement plainly shows 
that “local incidents” of the process of production or gath¬ 
ering are one thing and “sales” are another, and that such 
“local incidents” cannot include sales in interstate com¬ 
merce. 

[ 10907 ] 

Contrary then to the assertion of the majority that 
the issue is new in the Courts, we have seen that the Su¬ 
preme Court has already held that sales in interstate com¬ 
merce even when made during the course of production 
and gathering are subject to our jurisdiction. 

The decision of the Supreme Court in Federal Power 
Commission v. Panhandle Eastern Pipe Line Co., 337 U. S. 
498 (1949), does not qualify the Court’s pronouncement 
in the Interstate case. 30 The Panhandle case did not involve 
sales of natural gas but a question as to whether this Com¬ 
mission had authority over the sale of certain undeveloped 
gas leases in Kansas. 


®It is settled law that production, on the one hand, and a sale or transportation 
in interstate commerce, on the other, are legally distinct activities. Carter v. 
Carter Coal Co., 298 U. S. 238. 302-03; United States v. Darby, 312 U. S. 100. As 
they are distinct activities, the majority does not explain how they become "a 
part of gathering." 


10 Thc majority opinion places great weight on the remark of the Supreme Court 
in the Panhandle case (337 U. S.. p. 506) that: “The use of such data * • • [cost 
of producing and gathering facilities] • • ♦ for rate making is not a precedent 
for regulation of any part of production or marketing.” That by the term 
“marketing” the court meant “local distribution” is too obvious for argument. 
Id. p. 507. Likewise, whether the transaction was a "sale of gas in place” is 
completely immaterial. Regardless of whether it was a sale of gas or of gas 
leases, the transaction was not a sale for resale of natural gas in interstate 
commerce. 
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in. 

Apart from the fact that as a matter of law the sales 
made during the course of production and gathering are 
subject to and, therefore, not exempt from our jurisdiction, 
the evidence in this case reveals beyond doubt that the 
sales by Phillips are made after 

[ 10908 ] 

all aspects of production and gathering have been com¬ 
pleted. They cannot be construed as a “part of the gather¬ 
ing business” or “incidents of or activities related to such 
business” as the majority conclude. 

The use and meaning of the term “gathering” in the 
natural gas industry was the subject of expert testimony. 
Mr. B. P. Stockwell, a natural-gas engineer employed by 
this Commission and with more than 30 years’ experience 
in the industry as an employee and executive of natural 
gas companies and holder of responsible positions with the 
Illinois, Oklahoma, West Virginia and Federal Power Com¬ 
missions, testified on behalf of the staff. He testified that 
the term “gathering” as used in the natural-gas industry 
describes operations by which gas produced from a num¬ 
ber of wells is assembled through connecting pipe lines 
into a common line designed to convey natural gas to a 
transmission pipe line or processing plant. He also testified 
with respect to the facilities of Phillips that the gathering 
of gas cannot extend beyond the point where (1) a pipe 
line enters the processing plant enclosure or (2) connects 
with a transmission line but (3) may end short of such 
points. 
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The witness also testified that the term “processing 
plant” describes a plant wherein some liquid hydrocarbons 
are extracted from natural gas or where the gas is treated 
for the removal of sulphur, or is dehydrated. He stated 
that the processing plant operation is a distinct operation 
separate from gathering. The witness also testified that 
processing may be performed at other places than in the 
field, such 


[ 10909 ] 

as along a transmission line, 11 and he gave numerous ex¬ 
amples from his experience where natural gas was not 
processed until far after the gas had been gathered. He 
stated that based upon his 30 years of experience in the 
industry he had never heard it claimed that a processing 
plant is a part of a gathering system. Witness StockwelTs 
expert opinion that “processing” of natural gas is not in¬ 
cluded within the term “gathering” is supported by the 
ordinary meaning and accepted trade or technical defini¬ 
tions of the term. 13 

As the record here shows, the operation of a natural 
gas processing plant can be for the dual purpose of treating 
natural gas to aid in the transmission of the gas to markets 


n We know from our experience that processing plants are oftentimes located 
astride transmission lines hundreds of miles from the producing field. For exam¬ 
ple. Tennessee Gas Transmission Corporation has recently placed in operation a 
plant located in Kentucky for the extraction of liquid hydrocarbons that pro¬ 
cesses gas transported 1.000 miles or so from Texas and Louisiana. 

1J See definition of "gather” and "gathering” in Funk and Wagnail's New Standard 
Dictionary (1941), Webster's New International Dictionary. 2nd Ed. (1940). Petrol¬ 
eum Dictionary for Office. Field and Factory by Hollis P. Porter. 4th Ed. Cf. 
Henderson Development Co. v. United Fuel Gas Co., 3 S. E. 2nd 217, 219 (W. 
Va., 1939) 
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and of recovering liquid hydrocarbons to secure revenues 
from the sale thereof. It is clear that processing in its 
various phases in no way contributes to the gathering or 
assembling of the gas at a common point. It is a common 
practice in the industry to produce, gather and sell gas as 
it comes from the well without any processing function 
being performed in connection therewith. 

[ 10910 ] 

Likewise, the evidence shows that the processing which 
Phillips does at the eleven plants varies and depends upon 
contractual rights and obligations. The extent to which 
Phillips removes the heavy hydrocarbons is governed by 
the sales contracts, which differ in their specifications as to 
the minimum Btu content for the gas delivered. In numer¬ 
ous instances the purchasing pipe-line companies and not 
Phillips treat the gas for the removal of excess sulphur and 
moisture, and these processes if performed by Phillips are 
likewise a matter of contract with the purchaser. 

The Sneed and Goldsmith operations described below 
are conclusive of the fact that processing is not gathering, 
is not a part of the gathering functions or an incident 
thereof. 

At Phillips’ Sneed plant, natural gas passes through 
scrubbers and is compressed and treated for sulphur con¬ 
tent, then sold and delivered by Phillips to Panhandle; at 
Panhandle’s adjacent compressor station, it is commingled 
with other gas produced and gathered by Panhandle. This 
commingled gas is further compressed by Panhandle and 
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delivered back to Phillips for additional processing. The 
ownership of such gas, however, upon return for process¬ 
ing is retained by Panhandle, and Phillips has only a right 
to remove certain heavy hydrocarbons in the Sneed plant 
as governed by contract between the parties. After process¬ 
ing and redelivery to Panhandle, the gas moves through 
Panhandle’s interstate pipe-line system to its ultimate des¬ 
tinations. Can it be said that gathering is involved in the 
processing after the sale has taken place to Panhandle? 
Yet that is the logical result of the majority’s holding. 

[ 10911 ] 

At Phillips’ Goldsmith plant all natural gas passes 
through scrubbers, some low pressure gas being com¬ 
pressed and commingled with high pressure gas. This gas 
is then delivered to El Paso. El Paso compresses all gas 
coming from Phillips and then returns it to Phillips’ Gold¬ 
smith plant for processing although ownership is retained 
by El Paso and the processing by Phillips for the removal 
of heavy hydrocarbons is governed by the sales contract. 
Upon redelivery to El Paso, the gas moves through El 
Paso’s interstate pipe line-system to its ultimate destina¬ 
tions. Is processing here, too, gathering or a part or inci¬ 
dent thereof? 

Furthermore, Phillips itself has admitted prior to this 
proceeding in prospectuses filed with the Securities and 
Exchange Commission, in contracts and in other docu¬ 
ments, that “gathering” and “processing” are separate and 
distinct functions and that “processing” follows “gathering” 
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in order of time and space. 18 This recognition on the part 
of Phillips of the distinction between the two functions 
under normal circumstances belie its assertion under the 
particular stress of this proceeding that “gathering” com¬ 
prehends “processing”, and stamps such assertion as an 
after-thought without substance. 

Additionally, the twelve points of sale and delivery to 
the five interstate pipe-line companies are shown by the 
record to be located in all cases on the discharge side of the 
processing plants at or near the fence line where the pipe¬ 
line facilities owmed and operated by Phillips connect with 
the pipe-line facilities owned by the purchasing pipe-line 
companies. 

[ 10912 ] 

It is clear from this record that “gathering” has been 
entirely completed some distance prior to or at the intake 
side of the eleven processing plants; that an interval of 
transportation, processing or both, are interposed between 
the completion of “gathering” and the point where the 
sales and deliveries are made. Thus, by the time the sales 
are consummated, nothing further in the “gathering” 
process remains to be done. 

The majority say, however, that the purpose of pro¬ 
duction and gathering is the sale of gas, that processing is 
undertaken to make the gas salable or to extract salable 
liquid products; ergo that processing is an incident to pro¬ 
duction and gathering. This is a non sequitur. The ultimate 


“Exhibits 26, 28, 29, 9-A; T. 410 
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purpose of all natural-gas operations—production, gather¬ 
ing, transmission, processing and distribution—is the sale of 
gas. But the fact remains that processing is a separate and 
distinct function and operation from production or gather¬ 
ing, just as production, gathering, transmission and distri¬ 
bution are separate functions from each other. 

Sale is a legal transaction involving the transfer of 
title to a purchaser. Since “gathering” is descriptive of a 
certain species of transportation, it cannot include a sale. 
“Incident” means a subsidiary or subordinate event or ac¬ 
tion, and the labeling by the majority of the sale—the 
ultimate purpose of all natural gas operations—as an inci¬ 
dent of “gathering” or of “gathering business” is a dis¬ 
tortion of the true relationship between these terms—“sale” 
“and gathering.” Gathering may be an incident of sale, but 
sale, an incident of gathering, as the majority holds, never. 

[ 10913 ] 

The evidence also shows that Phillips is engaged in 
the transportation of natural gas in interstate commerce 
within the meaning of the Natural Gas Act. Seven main 
trunk lines owned and operated by Phillips in the Texas- 
Hugoton, East Panhandle and West Panhandle gas fields 
. are properly to be classified as transportation lines. At¬ 
tached as Appendices A-l and A-2 are sketches of the gath¬ 
ering, transporting and processing facilities of Phillips 
extending from the vicinity of the gas producing wells to 
points of sales to the interstate pipe-line companies. 

Four of these lines (one of 16" diameter and three of 
24" diameter) lead into the Sherman processing plant; one 
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24" line connects the Dumas, Sneed and Rock Creek process¬ 
ing plants; one 24" line runs from a point north of the 
Sneed processing plant to the Sneed plant, and thence to 
the Rock Creek plant; and one 20" line extends from the 
Wheeler booster station in the East Panhandle field to the 
Gray processing plant in the West Panhandle field. All of 
these lines move large volumes of gas of constant volume 
into the processing plants for distances of from some 10 
to 25 miles from points in the field where the gas to be 
moved has been brought together in a single, homogenous, 
commingled mass. In the case of several of these lines, 
there is no input of gas throughout these distances; in the 
case of some, there is a small amount of gas added through 
a few’ connecting field lines, but not sufficient to have an 
appreciable effect upon the volume of gas flowing in the 
main lines. 

It is clear from the record that the function of gathering 
the stream of gas in each of these lines into a flow of con¬ 
stant 


[ 10914 ] 

volume has been entirely completed at the points 10 to 25 
miles distant from the processing plant enclosures; and 
that from these points on, the sole function of the seven 
lines is to transport natural gas. From specific points far 
upstream from the processing plants, the gas has been defi¬ 
nitely committed to its interstate journey to markets in 
States other than the States in which the gas was produced. 
Moreover, the movement through the processing plants and 
through the outgoing lines of Phillips into the lines of the 
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five interstate pipe-line companies constitutes transporta¬ 
tion under the Act. 

The staff expert witness, Mr. Stockwell, testified that 
gathering of gas ends at the point on a main field line 
where all the gas has come into a common flow, the line 
from such point is a transportation line; the fact that a 
line is in a producing field makes no difference in resolving 
the question as to whether it is a transportation line; that 
“we have lots of transmission lines in producing fields.” 

Phillips’ own admissions are to the same effect. In a 
contract between Phillips and Panhandle Eastern, 14 there 
is a reference to Phillips’ “gathering and transportation 
facilities” in the Sneed Plant area. In 1940, responsible 
officials of Phillips, before they became alerted by the pen¬ 
dency of an investigation, testified before this Commission 
that Phillips’ “construction of gas transmission lines rang¬ 
ing from 15 to 50 miles in length is just ordinary course 
all the time”; that “it is not quite correct to 

[10915] 

describe” such lines “just as gathering lines from wells.” 
Their testimony identified two of the aforementioned seven 
lines as being within the category to which they referred. 13 

Finally, Phillips, in a prospectus filed in 1947 with the 
Securities and Exchange Commission, before this proceed¬ 
ing was initiated, admitted that its operations involve the 
sale and transportation of natural gas in interstate com- 


“Exhibit 9-B. p. 2. 

x, Itcm M by reference, pp. 87-90. 
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merce, subjecting it to our jurisdiction as a “natural gas 
company.” Phillips said: 

Although such sales and the transportation of natu¬ 
ral gas antecedent thereto constitute operations by the 
company as a “natural gas company” under the Natural 
Gas Act, and, as such, are subject to Federal Power 
Commission’s jurisdiction, unless the exercise of such 
jurisdiction constitutes an interference with State regu¬ 
lation of production or gathering, the Commission, with 
Commissioner Draper dissenting in a declaration made 
on the 15th day of August 1947, disclaimed the in¬ 
tention to exercise jurisdiction over such sales if made 
at arm’s length, that is, sales made as an incident to 
the producing or gathering operation by a producer or 
gatherer of gas to a non-affiliate (order No. 139, docket 
No. R-106 [18 CFR 2.54]). 14 

This is in marked contrast with Phillips’ present claim 
that its business is exclusively the production or gathering 
of natural gas and is in marked contrast with the majority’s 
holding to the same effect. 

In 1942, Independent Natural Gas Company, when it 
was a wholly-owned subsidiary of Phillips, and, as a matter 
of practical operation but a department of Phillips, applied 
to this Commission for, and received a certificate of con¬ 
venience and necessity, under the “grandfather clause” of 
Section 7 of the Act, authorizing its 

[ 10916 ] 

continued operation of the 21-mile line in the West Pan¬ 
handle field from the Gray Plant property line to Northern’s 



lfl Exhibit 23, p. 26. 
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facilities. This line is a direct continuation of Phillips’ 
21-mile line from Wheeler booster to Gray Plant, one of 
the seven lines in issue. There is no valid reason for 
considering one segment of the through line, from Wheeler 
booster to Gray Plant as a gathering line and the other 
segment from Gray Plant to Northern, as a transmission 
line for the transportation of natural gas in interstate com¬ 
merce within the meaning of the Natural Gas Act. 

The majority, while agreeing with the statement of 
facts, find that all of the seven lines are “gathering” lines 
or “incidents of gathering.” This holding by the majority 
is not supported by the evidence, nor is it consonant with 
prior decisions of this Commission. 

In the case of Arkansas Louisiana Gas Company, 7 
F.P.C. 766 (1948), the Commission classified a line leading 
from the field separators into the Columbia gasoline plant 
of Arkansas Fuel Oil Company, an affiliate, as a trans¬ 
portation line. In that case Arkansas Louisana applied for 
a certificate of convenience and necessity to construct the 
line, consisting of 16.3 miles of 6" and 6-5/8" diameter 
pipe; and also to construct certain appurtenant facilities 
including three miles of 2-, 2-1/2, 3-, and 4-inch pipe lines 
to connect eight wells to separators in the Haynesville 
field. The Commission clearly distinguished between the 
small diameter lines connecting the wells to the separators 
from the 16.3 miles intervening between the separators 
and the gasoline plant when it said: 
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The evidence of record also shows that the ap¬ 
purtenant facilities consisting of approximately 3 miles 
of 2-, 2-1/2-, 3-, and 4-inch pipe lines to connect eight 
wells in the Haynesville field, together with meter, 
dehydrator, and separator installations in the field, will 
be used only for the production and gathering of 
natural gas and are not subject to the jurisdiction of 
the Commission. Id. p. 767 

The Commission then proceeded to order: 

(A) A certificate of public convenience and neces¬ 
sity be and the same is hereby issued authorizing ap¬ 
plicant to construct and operate the facilities herein¬ 
before described, with the exception of appurtenant 
facilities consisting of approximately 3 miles of 2-, 
2-1/2-, 3-, and 4-inch pipe lines to connect eight wells 
in the Haynesville field, together with meter, de¬ 
hydrator, and separator installations in the field, all as 
more fully described in the application in these pro¬ 
ceedings and the exhibits appended thereto, for the 
transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. Id. p. 768 

The majority are persuaded, so they say, by their 
review of the legislative history of the Act, that the Act 
was not intended to encompass the activities of companies 
whose operations are confined to production and gathering, 
including the transportation and sale of gas as a part of 
that business. Manifestly it is not the general character 
of the business of a company which determines its status 
under the Natural Gas Act. Jurisdiction attaches by reason 
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of specific acts or transactions in which such company is 
engaged. 17 Furthermore, the fact that Phillips is engaged 
in jurisdictional acts or transactions does not mean that 
all of its business and transactions fall within the regu¬ 
latory power of this Commission. 

It is my opinion, from the record before us, that Phil¬ 
lips Petroleum Company transports gas in interstate com¬ 
merce wtihin the meaning of the Natural Gas Act. 

[ 10918 ] 

IV. 

I turn now to the second ground of the majority’s hold¬ 
ing which is agreed to by all members of the majority. 
It is as follows: that the sales are not subject to our juris¬ 
diction because “they are so closely connected with the 
local incident of that process as to render rate regulation 
by the Commission inconsistent or a substantial interference 
with the exercise by the affected States of their regulatory 
functions.” 

The second ground is patently bottomed on the Su¬ 
preme Court’s statement in the Interstate case that (331 
U. S. at p. 690): 

* * * where sales, though technically consum¬ 
mated in interstate commerce, are made during the 
course of production and gathering and are so closely 
connected with the local incidents of that process as 

17 Cf. Jersey Central Power and Light Co. v. Federal Power Commission, 319 U. 
S. 61. 73 (1943). 
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to render rate regulation by the Federal Power Com¬ 
mission inconsistent or a substantial interference with 
the exercise by the State of its regulatory functions, 
the jurisdiction of the Federal Power Commission does 
not attach. 

It will be noted that the Court specifies two elements 
each of which is a condition precedent. If either of them 
is not present the statement clearly is inoperative. It will 
be noted too that the Supreme Court recognized that the 
above-quoted language might be improperly interpreted as 
a broad exemption from the Commission's jurisdiction and 
warned that the: 

* * * conflict must be clearly shown. Exceptions 
to the primary grant of jurisdiction in the section are 
to be strictly construed. It is not sufficient to defeat 
the Commission's jurisdiction over sales for resale in 
interstate commerce to assert that in the exercise of 
the power of rate regulation in such cases, local inter¬ 
ests may in some degree be affected. Id. at p. 690-91. 

" [ 10919 ] 

In the light of this explicit warning by the Supreme 
Court it would not be too much to expect that the major¬ 
ity would not be content with mere assertion, but would 
point to the evidence of record showing the conflict, would 
delineate with particularity the “local incidents" of the 
process of “production or gathering" which would be inter¬ 
fered with, and would show how the regulation of the 
sales would prevent the exercise by the States of their 
lawful authority over production or gathering. As was 
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said in Mississippi River Fuel Corp. v. Federal Power Com¬ 
mission, 163 F. 2d 433, 439: 

* * * The discretion and judgment confided in the 
Commission must be exercised upon facts and for rea¬ 
son. The duty of review imposed upon the courts 
requires that the facts be found and the reasons stated. 
Otherwise, the courts cannot determine whether a 
given action is or is not arbitrary. 

The Congressional provisions extend to compli¬ 
cated, difficult matters as well as to simple questions. 
The courts cannot evade their responsibility merely 
because the subject matter is obscure. And neither 
can they be required to probe the minds of the agency 
for unfound facts or unexpressed reasons. The co¬ 
ordination of the two functions of administrative dis- 

% 

cretion and judicial review required that the facts upon 
which the discretion is exercised, and the reasons, be 
clearly and completely stated. When the matter is 
complicated, the necessity is greater. 

But the majority have not heeded either the Supreme 
Court or the Court of Appeals. The majority opinion will 
be searched in vain for facts or reasons showing conflict. 
The majority simply rest on mere assertion—their own 
ipse diocit. 

The absence in the majority opinion of an analysis of 
the evidence lies in the fact that the evidence proffered 
by the intervening 

[ 10920 ] 

states establishes, as shown by the following analysis, that 
there is no conflict, or interference with the states in the 
exercise of their lawful authority. 
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Testimony on the subject of conflict and interference 
was received from representatives of the State of Texas, 
New Mexico and Oklahoma. Commissioner William J. 
Murray Jr., and Chief Engineer Jack K. Baumel testified 
in behalf of the Railroad Commission of Texas. Commis¬ 
sioner Richard B. Spurrier presented evidence for the New 
Mexico Oil Conservation Commission and Commissioner 
Ray C. Jones and Engineer Elmer Capshaw testified in be¬ 
half of the Oklahoma Corporation Commission. During the 
course of their direct examination, some of these witnesses 
were questioned upon the basis of hypothetical situations 
predicated upon assumed future actions by the Federal Pow¬ 
er Commission and the respective State regulatory agencies 
or both, and they asserted upon the basis of such hypotheses 
that conflicts and interference would result. 1 " 

[ 10921 ] 

Surmise, conjecture or speculation concerning possible 
future conflict provides no basis for denying jurisdiction 
under the Natural Gas Act. It is a well established prin- 


1 *In this connection. Commissioner Murray's qualifications to his answers are of 
particular significance: 

Q. In other words, your answers were not general answers but were specific 
answers to the questions you had before you at the time you made your 
answer? 

A. Yes. sir; even though they were making specific assumptions, they were 
still rather general, but not so general as to say if the Federal Power 
Commission takes any jurisdiction over Phillips would a conflict result, 
and I never did intend to say any jurisdiction would result. 

Q. You mean any conflict would result? 

A. That is right, if they took any jurisdiction, but I can’t quite conceive, 
I may be in error, of what jurisdiction they would take over Phillips 
without conflict resulting. T. 376*1. 
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ciple of law that the alleged conflict must be “so direct 
and positive that the two acts cannot be reconciled or con¬ 
sistently stand together.” 1 ’ As the Supreme Court succinctly 
stated in Panhandle Eastern Pipe Line Co. v. Michigan 
Public Service Commission, 341 U. S. 329 (1951) when the 
issue of dual regulation by the Michigan and Federal Power 
Commissions was before it (at p. 336): 

* * * There are no opposing directives and hence 
no necessity for us to resolve any conflicting claims as 
between state and federal regulation. 

In this proceeding, which has been limited solely to 
the question of jurisdiction, no conflict could possibly arise 
from a finding that jurisdiction exists. Actual regulation of 
Phillips' rates by the Federal Power Commission is a neces¬ 
sary prerequisite to an issue of conflict with the regulatory 
functions of a State agency. Mere speculation as to hypo¬ 
thetical situations that might arise does not meet the test 
that “conflict must be clearly shown” and may not rest on 
assertion alone. 

The evidence is conclusive that the alleged issue of 
conflict and interference between regulation by this Com¬ 
mission and the several producing State interveners has 
already received a thorough answer, since there are a 
number of natural gas companies which engage 


l# Kelly v. Washington, 302 U. S. 1, 10 (1937): Interstate case, supra; United States 
v. Appalachian Electric Power Co., 311 U. S. 377. 422*23 (1940); Missouri Pacific 
Railway Co. v. Larabec Mills, 211 U. S. 612. 623 (1909). 
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[ 10922 ] 

in substantial field operations similar and adjacent to those 
of Phillips, and which are subject to the jurisdiction of 
this Commission and also subject to the jurisdiction of the 
State regulatory agencies of Texas, Oklahoma and New 
Mexico. 20 

The evidence is conclusive that no single instance of 
conflict or interference has occurred during the past 13 
years since the passage of the Natural Gas Act, although 
these companies have been fully regulated by this Com¬ 
mission and likewise have complied with all of the require¬ 
ments of the respective State agencies. 21 The majority and 
concurring opinions completely ignore these facts. 

Moreover, these opinions are devoid of any explanation 
of why or how regulation of Phillips’ rates by this Com¬ 
mission would conflict with State regulation in view of the 
fact that this Commission’s regulation of the rates of Pan¬ 
handle Eastern Pipe Line Company, El Paso Natural Gas 
Company, Cities Service Gas Company, Natural Gas Pipe¬ 
line Company of America, Canadian River Gas Company, 
Northern Natural Gas Company, West Texas Gas Company 


20 T. 5599-5602, 5736. 

!1 \Vith some variation the regulations of State conservation agencies include the 
location, spacing, drilling, testing, casing, abandonment and capping of wells, 
the control of rates of production, the protection of correlative rights through 
proration or “ratable take” or “common purchaser” and the prevention of physi¬ 
cal waste of gas. It is undisputed in this record that the Federal Pow’er Com¬ 
mission has never issued any rules, regulations or orders concerning such matters. 
It is also undisputed that no rules, regulations or orders of the Commission 
have conflicted with any rules, regulations or orders of the conservation agencies 
of New Mexico. Oklahoma and Texas relating to the physical production, gath¬ 
ering or processing activities of natural-gas companies subject to the jurisdiction 
of the Commission. T. 5587 , 5594-99. 
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and other companies which produce, gather and process 
natural gas has not conflicted with the activities 

[ 10923 ] 

of the several intervenor State conservation commissions. 53 

Commissioner Spurrier, recognizing the inconsistency 
of an assertion of conflict if the Federal Power Commission 
were to take jurisdiction over Phillips, testified on cross- 
examination that: 

* * * if Phillips Petroleum Company is a pro¬ 
ducer and a purchaser and if El Paso is also a producer 
and purchaser—now, if those are the only two things 
we are taking into consideration and if that is so, why 
sure, if one company comes under the F. P. C., so 
should the other one, if those two things only are true. 

That is basic, I think, what is fair for one must be 
fair for the other one. T. 4115-16). 

In the course of his cross-examination, Commissioner 
Murray testified that he did not know of any case where 
the Federal Power Commission by any specific thing it 
has done in relation to a natural-gas company which pro¬ 
duces gas in Texas, by order, regulation or effort has sought 
to interfere with the free exercise of power which he felt 
his Commission should have over the production of gas in 
Texas. 5 * 


J! In this connection Chief Engineer Bautnel testified that regulation by the 
Federal Power Commission of these companies has not conflicted or interfered 
with the authority exercised bv the Texas Railroad Commission. T. 4214-54. Sec 
also T. 4539-40, 4090-2, 4097-98, 4100. 

”T. 3864-65. 
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Commissioner Jones of the Oklahoma Corporation 
Commission testied: 

Q. If at such time as your minimum rate is set at one 
level and the federal rate is set at any point above 
that, at that time could there be any interference 
with the jurisdiction of your Commission? 

A. I can think of none right at this time. 

Q. And the only possible conflict could arise if you 
desired to raise your minimum above the rate that 
had been fixed by the Federal Power Commission? 

[ 10924 ] 

A. I don’t know whether that would be the only pos¬ 
sible conflict. I don’t know. I couldn’t answer that 
question right now. 

Q. Do you now personally know of any other possible 
conflict? 

A. Not without giving it some thought, I can’t think 
of any. T. 4539-40 

Upon cross-examination, Commissioner Spurrier was 
asked specifically whether any conflict had ever been called 
to his attention concerning the regulations issued by the 
Federal Power Commission and the regulations of the 
New Mexico Oil Conservation Commission with specific 
reference to Southern Union Gas Company and El Paso 
Natural Gas Company—those companies being engaged in 
production, gathering and processing operations in New 
Mexico and subject to regulation by both Commissions. 
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Mr. Spurrier replied in the negative and further stated he 
would know of any such conflict if it existed. 24 

Witness Baumel was questioned concerning regulation 
by the Federal Power Commission with respect to a num¬ 
ber of natural gas companies which were likewise subject 
to regulation by the Texas Railroad Commission as pro¬ 
ducers, gatherers and processors of natural gas. His answer 
in all cases brought out the fact that no conflict had ever 
occurred. For example: 

Q. And United Gas Pipe Line, you know, is a natural 
gas company under your jurisdiction. As far as you 
know, nothing that the Federal Power Commis¬ 
sion has done in its regulation of United Gas 

[ 10925 ] 

Pipe Line has interfered with your proper authority 
and regulation of these gasoline plants, or gathering 
lines, or anything has it? 

A. The same answer I gave before would be the same 
in this case in that insofar as gathering and process¬ 
ing and production of gas there hasn’t been any 
conflict, no. 

Q. There hasn’t been any conflict at all, so far as you 
know? 

A. No, no, to date I don’t know of any. T. 4253. 

Furthermore, Mr. Baumel was asked specifically 
whether his Commission had the power to regulate a maxi¬ 
mum price at which Phillips could sell gas at the Sherman 
plant to Michigan-Wisconsin. He answered: 

>4 T. 4090-92, 4100. 
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I think we went over it that at the present time 
the legislature never has given the Railroad Commis¬ 
sion power to set any price, minimum or maximum or 
whatsoever, so how can you ask me whether or not 
it is going to conflict. It wouldn’t conflict if we don’t 
have any power to set the price. T. 4286. 

The evidence overwhelmingly demonstrates the ab¬ 
sence of any known conflict or interference by the Federal 
Power Commission with the activities and regulation by 
these three State agencies during a period of 13 years. The 
states have conducted their conservation activities with no 
known conflict between the two jurisdictions. 

Moreover, even representatives of the producing States 
recognized that consumers were entitled to protection 
against unreasonable charges for gas made in the producing 
areas. 

[10926] 

Commissioner Murray of Texas after first stating that he 
did not think his Commission had the authority to fix a 
floor or minimum price and that he was opposed to price 
fixing at the producer level, stated that if a producing State 
fixed a floor or minimum price it was proper that some 
authority protect the consuming States so far as a ceiling 
or maximum price was concerned/ 3 

The impact of regulation of the price of natural gas 
upon conservation was the subject of considerable testi¬ 
mony. But all witnesses testified that price would only 


=5 T. 3738-10, 3758-59. 
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adversely affect the conservation efforts of the States if it 
were “unduly depressed” to a point where the producers 
would not recover their costs plus a reasonable return. 71 ' 

Furthermore, it was testified by witness Capshaw of the 
Oklahoma Commission that the price of gas was not the 
most important or determining factor in producing gas from 
marginal acreage. 17 

The testimony shows that the availability of markets— 
not price—was responsible in large part for the saving of 
casinghead gas that otherwise would be vented or flared. 2 " 
Price increases by producers did not bring about a greater 
demand on the part of El Paso for casing-head gas with 
which to fill its pipeline requirements. To the contrary, the 
demands for gas created 


[ 10927 ] 

by El Paso’s markets in Arizona, New Mexico and Cali¬ 
fornia placed the producers in a position to sell their casing¬ 
head gas at higher prices than would be otherwise obtain¬ 
able. 

It is also to be noted that the Eunice, Fullerton, Gold¬ 
smith and Crane processing plants were constructed by 
Phillips and placed in operation years before Phillips de¬ 
livered gas to El Paso at the discharge side of these plants. 29 


’•Murray, T. 3723; Spurrier, T. 4125-7; Baumel, T. 4227-8; Capshaw, T. 4529-30, 
4716-17. 


37 T. 4723-24. 

3 *T. 3798, 3957-8, 4106, 4180-1. 
3 *T. 4847, 5014-34, 5042, 5044. 
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Huge volumes of residue gas were flared during these ear¬ 
lier years after liquid hydrocarbons had been extracted at 
the plants. Of course, as Phillips became able to obtain 
revenues from the residue gas then being flared, the neces¬ 
sity for flaring diminished and has now practically dis¬ 
appeared. Furthermore, the laudable action of the Texas 
Railroad Commission shutting in oil production in the fields 
supplying these plants furnished additional impetus towards 
stopping this waste of gas. But no valid conclusion can 
be drawn from these circumstances that regulation by this 
Commission of the sales price to El Paso would cause 
Phillips to flare the residue gas from these plants rather 
than sell it. 

In the light of this evidence it is indeed a shock to 
find the majority insisting that even though Phillips be 
allowed a reasonable return on its actual legitimate invest¬ 
ment, the fixing of maximum rates by the Federal Power 
Commission for its sales would run counter to State con¬ 
servation efforts to insure maximum recovery of 

[ 10928 ] 

gas, on the theory that the “higher the profit” the longer 
it is economical to operate its wells prior to abandonment. 
While the majority err in failing to distinguish between 
the costs of production and profits, I am more concerned 
with the philosophy expressed. Apparently the majority 
believes no limit should be imposed on profits arising from 
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the production and interstate sale of natural gas. 30 Should 
this philosophy prevail, regulation by the Federal Power 
Commission of the natural gas industry would become a 
futile effort and should logically be abandoned. 

[ 10929 ] 

Only a few short years ago, the Commission reduced 
the rates of Hope Natural Gas Company. The decision of 
the Supreme Court, Federal Power Commission v. Hope 
Natural Gas Co., 320 U. S. 591 (1944), upholding this Com¬ 
mission’s action is universally recognized as a landmark 
decision in the field of public utility regulation. One of 
the major issues decided by the court was raised by the 
State of West Virginia. West Virginia contended that the 
result achieved by the rate order of the Commission “brings 
consequences which are unjust to West Virginia and its 


30 Thc record shows that 60 natural gas companies subject to the Commission's 
jurisdiction arc engaged in the production of natural gas. The Commission has 
reduced the rates of a number of these companies, thus limiting their profits to 
a reasonable rate of return on their net investment in producing as well as other 


property. Some of the more important 

Canadian River Gas Co. 

Cities Service Gas Co. 

El Paso Natural Gas Co. 

Hope Natural Gas Co. 

Interstate Natural Gas Co., Inc. 
Kentucky-West Virginia Gas Co. 
Natural Gas Pipeline Co. of Am. 
Natural Gas Pipeline Co. of Am. 
Northern Natural Gas Co. 

Ohio Fuel Gas Co. 

Panhandle Eastern Pipe Line Co. 
United Fuel Gas Co. 


were: 


3 

FPC 

32 

$ 561.000 

3 

FPC 

459 

4.445.871 

3 

FPC 

851 

526.002 

3 

FPC 

150 

3.609.857 

3 

FPC 

416 

1.100.345 

1 

FPC 

112 

422.406 

o 

FPC 

218 

3.750.000 

3 

FPC 

814 

2.750.000 

3 

FPC 

377 

2.087.000 

5 

FPC 

144 

632.985 

3 

FPC 

273 

5.094.000 

5 

FPC 

279 

1.753.000 


$26,632,466 

If high profits to producers are necessary to aid conservation as the majority 
claim, it cannot be reasonably contended that the impact of regulation upon 
conservation is any less severe because the sales by these companies were made 
in part at some distance from the producing fields. 
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citizens’" and which “unfairly depress the value of gas, gas 
lands and gas leaseholds, unduly restrict development of 
their natural resources and arbitrarily transfer their prop¬ 
erties to the residents of other States without just compen¬ 
sation therefor.” West Virginia strenuously urged that a 
reduction in leasehold values would jeopardize its con¬ 
servation policies in three respects, (1) exploratory devel¬ 
opment of new fields would be discouraged; (2) abandon¬ 
ment of low-yield high-cost marginal wells will be hastened; 
and (3) secondary recovery of oil will be hampered. 

The court said, however, in answer to the position taken 
by West Virginia, at page 609: 

We have considered these contentions at length in 
view of the earnestness with which they have been 
urged upon us. We have searched the legislative his¬ 
tory of the Natural Gas Act for any indication that 
Congress entrusted to the Commission the various con¬ 
siderations which West Virginia has advanced here. 
And our conclusion is that Congress did not. 

* * * * * 

[ 10930 ] 

We cannot find in the words of the Act or in its 
history the slightest intimation or suggestion that the 
exploitation of consumers by private operators through 
the maintenance of high rates should be allowed to 
continue provided the producing states obtain indirect 
benefits from it. (p. 612) 

* * * * * 

We do not mean to suggest that Congress was un¬ 
mindful of the interests of the producing states in their 
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natural gas supplies when it drafted the Natural Gas 
Act. * * * But it left the protection of those interests 
to measures other than the maintenance of high rates 
to private companies. If the Commission is to be com¬ 
pelled to let the stockholders of natural gas companies 
have a feast so that the producing states may receive 
crumbs from that table, the present Act must be re¬ 
designed. Such a project raises questions of policy 
which go beyond our province, (pp. 612, 613-14) 

Similar contentions were advanced by Canadian River 
Gas Company before the Supreme Court in opposing a 
Commission rate reduction order. 31 In its opinion, the court 
referred to what it had previously said in the Hope de¬ 
cision, supra, in response to the arguments advanced by the 
State of West Virginia, and again rejected such contentions. 
The self-same arguments were made by the States of Okla¬ 
homa and Texas appearing amicus curiae in the Interstate 
case, supra, and once more they failed to convince the 
court. Referring by a footnote to what it had said in both 
the Hope and Canadian River cases on the subject, the 
court pointed out (331 U. S. at p. 691): 

It is not sufficient to defeat the Commission’s juris¬ 
diction over sales for resale in interstate commerce 
to assert that in the exercise of the power of rate 
regulation in such cases, local interests may in some 
degree be affected. 

Nothing which the court has said in subsequent cases, 
e. g ., the Cities Service case, supra (1950), has indicated its 


^Canadian River Gas Co. v. Federal Power Commisssion, 324 U. S. 581. 
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departure from the law it laid down in the Hope, Canadian 
River and Interstate cases. 

[10931] 

The Cities Service case involved the legality of an order 
of the Oklahoma Corporation Commission fixing a mini¬ 
mum wellhead price of 7^ per Mcf for the Guymon-Hugoton 
Field in aid of conservation. No question of conflict was 
involved. The Supreme Court clearly pointed that out when 
it said (at p. 188): 

“Appellant does not contend that the orders con¬ 
flict with the Federal authority asserted by the Natural 
Gas Act, 52 Stat. 821 (1938), 15 U. S. C. Sections 717, 
et seq. (1938). The Federal Power Commission has not 
participated in these proceedings. Whether the Gas 
Act authorizes the Power Commission to set field prices 
on sales by independent producers or leaves that func¬ 
tion to the states, is not before this Court. 

The majority, after first relying on this case to sug¬ 
gest that the state was under no constitutional disability 
to regulate sales at the wellhead for resale in interstate 
commerce in the interest of conservation, state that the 
Court's decision “left undecided” the very question at issue 
here. This is not so. The truth of the matter is that the 
question of the regulation of sales in interstate commerce 
for resale by so-called independent producers under the 
Natural Gas Act was not before the court;*' but, it had been 


3: See also statement as to the opinion of Mr. Justice Black. Cities Service Gas 
Company v. Peerless Oil Sc Gas Company, supra, at p. 189. 
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decided in the Interstate case, as shown above, contrary 
to the holding of the majority here. 

The sales by Phillips here in issue are essentially mat¬ 
ters of national concern. They are not now, nor have they 
ever been regulated by the State agencies, nor could they be 
so regulated under the law and the Constitution. Further¬ 
more, none of these sales by Phillips is subject to any 
minimum price orders of the State agencies; 

[ 10932 ] 

none is made at the wellhead.” The alleged conflict is a 
myth and the Commission’s jurisdiction must be held to 
attach to Phillips’ sales. 


V. 

No opinion in this case is complete without a review 
of the history of the Commission’s many and varied de¬ 
cisions on the meaning of the exemption of “production 
or gathering” in Section 1 (b) and the history of this par¬ 
ticular case. Indeed, only then can the majority’s holding 
be viewed in proper perspective. 

In Federal Power Commission v. Panhandle Eastern 
Pipe Line Co. et al. u reference was made by the Supreme 
Court to 


“The Texas Railroad Commission docs not have power to set minimum prices. 
T. 4286. The New Mexico Oil Conservation Commission has not prescribed a 
minimum price. T. 1063. The only sales made in Oklahoma arc to Cities Service 
and no minimum price orders apply to the particular fields from which this gas 
is produced. 

“337 U. S. 498 (1949), 516-517, note 25. 
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* * * uncertainty of opinion in the Commission 
as to the reach of the Act toward sales by independent 
producers and gatherers to natural-gas companies for 
transportation in interstate commerce. 

While the Courts have charted a clear and consistent course, 
the Commission has been consistent only in its inconsist¬ 
ency. As was so aptly said during the debate on the Kerr 
Bill, S. 1498: 

* * * the Federal Power Commission has wob¬ 
bled all over the face of the earth with respect to this 
problem.” 

It appears from the majority opinion that the Commis¬ 
sion has now made the “full circuit” to the Columbian Fuel 
decision,” and its present policy embraces the same ab¬ 
negation of its authority which prevaded the adoption of 
Order No. 139 in August 1947. 

[ 10933 ] 

The “circuit” is as follows: 

In June 1940, in the Columbian Fuel Corporation case, the ' 
Commission (Commissioners Draper, Manly, Olds, Seavey, 
with Commissioner Scott dissenting) held that it 

* * * was not the intention of Congress to subject 
to regulation under the Natural Gas Act all persons 
whose only sales of natural gas in interstate commerce, 


“Remarks of Senator O’Mahoney on the Kerr bill which would have exempted 
sales such as here involved from the jurisdiction of the Commission. Cong. Rec., 
81st Cong. 2d Scss., p. *1171. 

“Columbian Fuel Corporation, 2 F. P. C. 200. (19-10) 
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as in this case, are made as an incident to and immedi¬ 
ately upon completion of such person’s production and 
gathering of said natural gas and who are not other¬ 
wise subject to the jurisdiction of this Commission. 

(2 F. P. C. 208) 

The Commission was not, however, without misgivings re¬ 
garding its decision, for it stated: 

Further experience with the administration of the 
Natural Gas Act may reveal that the initial sales of 
large quantities of natural gas which eventually flow 
in interstate commerce and by producing or gathering 
companies which, through affiliation, field agreement, 
or dominant position in a field, are able to maintain an 
unreasonable price despite the appearance of compe¬ 
tition. Under such circumstances the Commission will 
decide whether it can assume jurisdiction over arbi¬ 
trary field prices under the present Act or should report 
the facts to Congress with recommendations for such 
broadening of the Act and provision of additional 
machinery as may appear necessary to close this gap 
in effective regulation of the natural-gas industry. (2 
F. P. C. 208) 

Before the Commission had decided the Columbian 
Fuel case, the Commission in Docket No. G-159 had, in 
March 1940, instituted an investigation of the Peoples Natu¬ 
ral Gas Company to enable the Commission to determine 
whether Peoples was a natural gas company within the 
meaning of the Act and whether any of its rates and charges 

i 

subject to the Commission’s jurisdiction were unjust or 
unreasonable. Following initiation of the investigation, the 

t 
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Commission’s representatives repeatedly requested access 
to the books and records of Peoples, but the 

[ 10934 ] 

requests were refused. In 1941 the Commission held hear¬ 
ings on the nature of the company’s operations, at which 
hearings subpoenas duces tecum were returnable. In Aug¬ 
ust 1941, after Peoples’ continued refusals to honor sub¬ 
poenas duces tecum, the Commission sought an order from 
the District Court of the United States for the District of 
Columbia directing production of the books and records. 
The District Court granted the Commission’s request al¬ 
though Peoples there contended that its sales were not 
subject to the Commission’s jurisdiction by reason of the 
exemption in Section 1(b) inasmuch as its sales were made 
at the termini of its gathering lines. It also relied on the 
Commission’s decision in the Columbian Fuel case, which 
by that time had been decided. 

On appeal by Peoples to the United States Court of 
Appeals for the District of Columbia Circuit, Peoples made 
the same contentions. The Court of Appeals affirmed the 
District Court’s Order. 37 In so doing, it expressly held that 
the sales in question were sales in interstate commerce 
for resale and subject to the provisions of the Natural Gas 
Act. The Court at the same time expressed disapproval 
of the Commission’s decision in the Columbian Fuel case, 
saying (at p. 155): 


a7 Peoples Natural Gas Co. et al. v. Federal Power Commission, 127 F. 2d 153 
(1942). 
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We cannot disregard the plain language of the Act 
because the Commission at one time interpreted it 
narrowly * * * 

The majority of necessity seek to distinguish the Peo¬ 
ples case and in so doing mistakenly imply that the Com¬ 
mission acted to terminate the proceedings after hearings 
had been held subsequent to the Court decision. That is 
not the fact. 

[ 10935 ] 

Upon denial of a petition for a writ of certiorari by 
the Supreme Court, the Commission’s staff was granted ac¬ 
cess to the books and records and conducted an examination 
of them. During the course of the examination of the books, 
Peoples and New York Natural began certain rearrange¬ 
ments of their joint operations and later thereby discontin¬ 
ued the jurisdictional sales which were under investigation. 
Upon the recommendation of the staff, the investigation 
was suspended in 1944, and terminated in 1946 upon further 
recommendation of the staff that the change in operations 
by Peoples had been completed. 

In April 1943, the Commission (Commissioners Draper, 
Manly, Olds, Scott and Seavey), following the decision in 
the Peoples case, took jurisdiction over natural-gas sales in 
the Monroe field of Louisiana by Interstate Natural Gas 
Company, to three interstate pipeline companies, one of 
which was affiliated with Interstate. The Commission, 
after hearing, ordered a reduction in Interstate’s sales price 
from an average of 7-1/2^ per Mcf to 4.66^ per Mcf. In its 
opinion, supra, the Commission said at p. 421: 
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The negative language in section 1 (b) upon which 
the Interstate Company relies for its claimed exemp¬ 
tion involving these sales provides that the Commis¬ 
sion shall not have jurisdiction over the “production or 
gathering of natural gas.” When the distinction be¬ 
tween production and gathering of natural gas, and the 
sale of such gas in interstate commerce is kept in mind, 
effect is given to the Congressional objective. The 
Commission is hound to obey the' command of Congress 
to regulate these sales in interstate commerce for re¬ 
sale to the three pipe line companies. Such is clearly 
the implication of the decision of the Circuit Court of 
Appeals in Peoples Natural Gas Co. v. Federal Power 
Commission, 127 F. 2(d) 153, cert. den. 316 U. S. 700. 

[10936] 

The decision of the Court of Appeals for the 5th Cir¬ 
cuit on August 3, 1946 affirmed the Commission’s decision. 
Thereafter Interstate secured a review of the Court of 
Appeals decision by the Supreme Court. 

The decision of the Commission, and that of the Court 
of Appeals sustaining it, brought forth a storm of protests 
from producing interests and officials of producing States. 
Bills were introduced in the Congress” to curtail the Com¬ 
mission’s jurisdiction. These bills were designed to remove 
from Commission jurisdiction all sales of natural gas made 
in the field, whether by pipe lines admittedly subject to 
the Natural Gas Act or by so-called “independents” or 
non-affiliates. 


**H. R. 2185, H. R. 2235, H. R. 2292, H. R. 2569 and S. 731. 80th Cong. 
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Apparently influenced by this threat to its general 
jursdiction, the Commission 39 reversed the position which 
it took in the Interstate case, reverted to the Columbian 
Fuel theory, and in its brief before the Supreme Court 
took a different position from that which it had advanced 
before and which had been endorsed by the Circuit Court. 40 
It endeavored to distinguish between the sales by Inter¬ 
state to the three pipe-line companies and similar sales 
which might be made by so-called independent producers. 

[10937] 

To buttress its changed position, the Commission 41 de¬ 
cided several inactive cases by disclaiming jurisdiction over 
sales by non-affiliated companies or arm’s-length sales made 
in the field. 45 

The Supreme Court’s decision 43 disregarded this effort 


a# Thc Commission was composed of Commissioners Draper, Olds. Sachse, Smith 
and Wimbcrlv. 

4 

40 In fact the Commission's brief in opposition to petition for writ of certiorari 
does not reflect the changed position of the Commission. 

41 The Commission consisted of Commissioners Draper, Olds, Smith and Wim¬ 
berly. 

4 

4r Thc Fin-Ker Oil and Gas Production Company, 6 F. P. C. 92 (May 20. 19*17), 
R. J. and D. E. Whelan, 6 F. P. C. 672 (May 20. 1947), both filed in 1944 and 
dormant until the date of the decision, and The Chicago Corporation, 6 F. P. C. 
98 (May 28, 1947) in an active but incomplcted status at the time of the decision. 

In its haste to record the new approach to Section 1(b). the Commission called 
for a premature report on the Chicago Corporation investigation, the concluding 
paragraph of which had this rather significant statement by C. W. Smith, Chief, 
Bureau of Accounts, Finance and Rates: 

• • • It would therefore appear that if the policy of the Commission in respect 
to jurisdictional matters is as set forth in the last brief before the Supreme 
Court of the United States in the Interstate Natural Gas case, the Commission 
should not attempt to regulate Chicago’s interstate rates, but instead should 
dismiss the instant proceeding. 

43 Interstate Natural Gas Co. v. Federal Power Commission, 331 U. S. 682. 
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on the part of the Commission to deprecate the coverage 
of the Act over all sales in interstate commerce of natural 
gas for resale, but instead, on June 16, 1947, by unanimous 
opinion and decision, affirmed the decision of the Court 
below. 44 

In the meantime, the Commission was proceeding with 
an investigation of the natural-gas industry which was 
designed to aid 

[10938] 

the Commission in carrying out its authority and duties 
in the regulation of the industry, and also to determine 
whether further legislation should be recommended to the 
Congress. This investigation developed into a controversy 
over legislation proposed by the industry to curtail dras¬ 
tically the Commission’s authority. In 1948 two diametri¬ 
cally opposed reports were issued. 4 * 

Following the Supreme Court decision in the Interstate 
case, the Commission, then composed of four members, 
unanimously agreed to support the Priest Bill (H. R. 4099), 
which would have exempted from regulation arm’s-length 
sales of natural gas by producers or gatherers not otherwise 
natural-gas companies. The natural-gas industry, however, 
favored the Moore-Rizley Bill (H. R. 4051), which passed 
the House but was in Committee in the Senate at the con¬ 
clusion of the 80th Congress. 


“The decision applied with equal force to the Commission’s Chicago Corporation, 
Fin-Ker and Whelan status determinations, supra. 

“Natural Cas Investigation, Docket G-580; Report of Commissioners Draper and 
Olds; Report of Commissioners Smith and Wimberly. There was one vacancy on 
the Commission at the time. 
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The Congress having adjourned without enacting an 
amendment to the Natural Gas Act, the Commission was 
left with the clear duty to apply its own decision in the 
Interstate case which had received unanimous affirmation 
from the Supreme Court. But on August 7, 1947, with 
Commissioner Draper dissenting, the four-member Com¬ 
mission adopted Order No. 139 which in effect repudiated 
the decision of the Supreme Court in the Interstate case. 48 

[10939] 


The order read in part: 

For the purpose of administering the Natural Gas 
Act, the Commission will construe the exemption con¬ 
tained in Section 1 (b), to the effect that the provisions 
of the Act shall not apply to the “production or gather¬ 
ing” of natural gas, as including arm’s-length sales of 
natural gas by independent producers and gatherers, 
made during the course or upon completion of pro¬ 
duction and gathering. The Commission, consistent 
with this construction, will not assert jurisdiction over 
such producers and gatherers who might be subject 
to jurisdiction solely because of such sales. 

Under this order, the Commission purported to grant 
several exemptions from its jurisdiction, 47 although the 
Commission's Bureau of Law as well as leading lawyers 


44 $ee: Administrative Abnegation in the Face of Congressional Coercion: The 
Interstate Natural Gas Company Affair, 23 Notre Dame Law. 173 

47 La Gloria Corporation, 7 F. P. C. 349 (Januarv 30, 19-18): Superior Oil Com¬ 
pany, 7 F. P. C. 627 (May 11, 1948): General Crude Oil Company, 7 F. P. C. 1024 

(November 10, 1948): and Delhi Oil Corporation, 8 F. P. C.-(March 10, 1949, 

G-1168). 
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in the industry held the order to be a nullity. 48 However, in 
1948, during the course of the disclaimer of jurisdiction 
under Order No. 139, in a seemingly contradictory spirit, 
the Phillips investigation, the proceeding now before us, 
was instituted by the Commission. 

In April 1949, the Commission 49 reverted to the position 
taken in its opinion in the Interstate case and made reports 
to 


[10940] 

the Committee on Interstate and Foreign Commerce of the 
House on the Lyle-Harris Bills, H. R. 79 and H. R. 1758, 
recommending that legislation not be enacted which would 
take from this Commission the jurisdiction which the de¬ 
cision of the Supreme Court in the Interstate case held it 
possessed. These bills would have excluded from regula¬ 
tion all non-affiliated or arm’s-length sales of natural gas 
in interstate commerce made before the gas was delivered 
into the interstate facilities of a natural-gas company. Simi¬ 
lar recommendations were made to the Senate Interstate 
and Foreign Commerce Committee in opposition to the 
Kerr Bill, S. 1498. 

Hearings on this legislation were held by the respective 
House and Senate Committees. Extensive testimony in 
opposition to the legislation was presented by the Com¬ 
mission and in the Senate hearings each Commissioner 


48 Hearings before Interstate and Foreign Commerce Committee, United States 
Senate, 81st Cong., 1st Sess., S. M98, p. 500. 

4 *The majority consisted of Commissioners Buchanan, Draper and Olds. Com¬ 
missioners Smith and Wimberly submitted a minority report. 
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t 

I 

I 

was questioned concerning his views on the bill. Three j 
Commissioners (Draper, Olds and Buchanan) took the posi- 

t 

tion that the Commission had the authority and jurisdiction 
to regulate wholesale sales made in interstate commerce 
during and after production or gathering/ 0 and that such 

i 

t 

[10941] 

I 

being passed on to the consumers. 

i 

» 

This legislation was passed by the Congress in March 

i 

1950. A majority consisting of Commissioners Wallgren, 


50 Senator Myers. Do you think the consumer’s interest would be adequately 
protected if this act was amended? 

Mr. Draper. I think it would be very doubtful. Senator. Your act would still 
stand as it is, saying that the transportation and sale of natural gas in interstate 
commerce (footnote continued) 

[10941] 

*°(footnote continued) is affected with the public interest and should be subject 
to Federal regulation. If you are going to confine those sales just to the few 
natural-gas pipe-line companies, and then all of the other people, the so-called 
independents are going to be free—well, I think you have a very undesirable 
situation there as to that. 

Senator Myers. It is your opinion that if the field sales of natural gas are not 
regulated, all field sales arc not regulated, that the consumer may very well be 
adversely affected? 

Mr. Draper. Yes; it is quite possible. 


Senator Myers. But you arc still of the opinion that the large producers, the 
large independent producers— 

Mr. Draper. I think they should be. 

Senator Myers (continuing). Should be regulated? 

Mr. Draper. Absolutely. 

Senator Myers. You are of the opinion that you have that authority and juris¬ 
diction at the present moment as the result of the Interstate case? 

Mr. Draper. Yes. by reason of the interpretation by the Court in the Interstate 
case. (Senate Hearings before Committee on Interstate and Foreign Commerce 
United States Senate, 81st Cong. 1st Sess., on S-1498, p. 397.) 

i 

i 

r 
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regulation was necessary to prevent unreasonable charges 
Draper and Buchanan favored a veto of the enrolled bill 
(H. R. 1758). 

The President on April 15, 1950, vetoed the bill, his 
veto message showing a keen appreciation of the problems 
and the public interest involved. 

[10942] 

On July 11, 1950, the Commission adopted Order No. 
154 rescinding Order No. 139 and issued a statement of 
policy in connection therewith. 31 In Order No. 154, Com¬ 
missioners Wallgren 


31 Statement of Policy Regarding Regulation of 

Producers and Gatherers of Natural Gas in 
Connection with Rescission of Order No. 139. 

In the present Congress, a bill (H. R. 1758) designed to exempt producers 
and gatherers from the provisions of the Natural Gas Act was passed, but was 
vetoed bv the President and did not become law. 

4 

The President in his veto message returning H. R. 1758 to the House of 
Representatives, stated that he had no doubt the Commission would operate 
reasonably and in the public interest in carrying out the present law. That is 
and will continue to be the policy of the Commission. 

Accordingly, the following statement is issued in order that the public may 
be advised of the Commission's poliev in connection with the rescission of Order 
No. 139: 

It is not the intention of the Commission to inaugurate a general investiga¬ 
tion respecting existing rates charged by producers and gatherers. Where, how¬ 
ever. the sales of individual producers or gatherers have a material effect on 
interstate commerce and the rates therefor appear excessive, appropriate investi¬ 
gations will be undertaken. In this connection, the Commission at present has 
under investigation the interstate wholesale rates of Phillips Petroleum Company, 
one of the largest producers of natural gas. selling to interstate pipe lines. 

Upon conclusion of further studies of the operation of producers and 
gatherers and of the administration involved in their regulation, the Commission 
plans to promulgate rules and regulations specifically applicable to them. 

(s) Mon C. Wallgren 

Mon C. Wallgren, Chairman 

(s) Thomas C. Buchanan 

Thomas C. Buchanan. Commissioner 

(s) Claude L. Draper 

Claude L. Draper, Commissioner 

July 11. 1950 


1812 



10943 


[10943] 

Draper and Buchanan stated: “That the provisions of Order 
No. 139 were inconsistent with the requirements of the 
Natural Gas Act.” 

The decision of the majority in this proceeding in ef¬ 
fect rescinds Order No. 154, reiterates Order No. 139, and 
returns to the policy expressed in the Columbian Fuel de¬ 
cision and, in the language of the Courts, once again “dis¬ 
regard [s] the plain language of the statute.” Peoples 
Natural Gas Co. v. Federal Power Commission, supra, p. 
155. 

The long history of the Phillips case also reflects the 
Commission’s vacillation in regulating wholesale sales in 
interstate commerce by so-called independent producers. 
The Phillips rate investigation had its genesis in the pro¬ 
ceeding involving the issuance of a certificate of public 
convenience and necessity to Michigan-Wisconsin Pipe Line 
Company, Docket No. G-669. On October 11, 1946, during 
the course of that proceeding, the City of Detroit filed a 
motion for an order requiring that Phillips Petroleum 
Company, because of the nature of its sales contract as the 
sole supplier of Michigan-Wisconsin be made a party, and 
further urged that Phillips be declared a natural-gas com¬ 
pany subject to the jurisdiction of the Commission. In its 
opinion, 32 the Commission held that the question of whether 
Phillips is or is not a natural-gas company should be de¬ 
termined in a separate case, after a thorough investigation 
of Phillips’ operations. 

“6 F. P. C. 1 (January 17, 1947) 
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[10944] 

An investigation of Phillips’ rates and operations was 
instituted by the Commission’s order of October 28, 1948.” 
On February 9, 1950, the Commission entered a further 
order specifying issues and fixing a date for hearing. It was 
recited that the City of Detroit had filed a letter complaint 
on January 16, 1950, alleging, among other things, that 
because of certain price increases in the contracts between 
Phillips and Michigan-Wisconsin, the additional annual cost 
of gas to the City of Detroit in the year 1953 would amount 
to approximately $1,770,000 as a minimum. It was recited 
that the Public Service Commission of Wisconsin had on 
January 19, 1950 also filed a complaint because amend¬ 
ments 54 to the original contract and supplemental contracts 
between Phillips and Michigan-Wisconsin provided for an 
approximate doubling of cost of gas to Michigan-Wisconsin 
since the project was certificated. The Wisconsin Commis¬ 
sion asked this Commission to investigate these contractual 
arrangements between Phillips and Michigan-Wisconsin 
and to 

♦ * * take such action with respect thereto as may 
be appropriate and proper and which will result in a 
fair and just rate to distributing companies and ulti¬ 
mate consumers of natural gas in Wisconsin and states 
similarly situated. 


“7 F. P. C. 983 

S4 Thc amendments of August 9. 1948 and December 1, 1949 (Exhibits 11-0 and 
1 l-T) increased the base price of gas to Michigan-Wisconsin from 4.46c per Mcf 
to 7.593c per Mcf (14.65 p. s. i.). 
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The order also referred to the field investigation made by 
the staff, which indicated that the amendment to the origi¬ 
nal contract and supplemental contracts between Phillips 
and Michigan-Wisconsin would 

[10945] 

raise the cost of gas to Michigan-Wisconsin over that pro¬ 
vided by the original contract approximately $5,000,000 a 
year based upon the annual contract volume of 125,195,000 
Mcf. 

A hearing in this matter was set for March 20, 1950, 
but was continued several times at the request of Phillips” 
and finally commenced on April 3, 1951. However, on 
March 27, 1951, Phillips filed a motion to limit the issues 
to the question of whether or not it was a natural-gas com¬ 
pany. On March 29, 1951, the Commission instructed the 
Presiding Examiner to hear evidence on only the jurisdic¬ 
tional issue” and supplemented that instruction by an order 
dated April 16, 1951, which granted Phillips’ motion, al¬ 
though 


“Applications dated: March 2. 1950; May 1, 1950; June 15. 1950; July 6. 1950; 
August 11. 1950; September 11, 1950; December 15. 1950; this last application 
was granted. Order of December 19. 1950, sine die. (It required further action by 
the Commission to reschedule the hearing). 

“Excerpts from Minutes of The Three Thousand and Forty-Seventh Meeting: 

The Commission had before it the Motion to Limit Issues filed on March 27, 
1951. by Phillips Petroleum Company in Docket No. G-1148, but decided to 
defer action thereon until the other parties to the proceeding have had the 
opportunity provided for by the Rules to file answers to said motion. Upon 
motion by Commissioner Draper, seconded by Commissioner Wimberly, the 
Commission (Commissioner Buchanan dissenting) directed that, in the mean¬ 
time. the Examiner designated to preside at the hearing in said proceeding 
scheduled to commence on April 3. 1951, be instructed to confine the taking 
of testimony to Paragraph (A) (i) of the order of the Commission entered 
October 28. 1948, and issued October 29, 1948. 
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[10946] 

the Commission on July 25, 1950 57 had dismissed a similar 
motion filed on July 6, 1950. 


VI. 

Before concluding, one additional aspect of the major¬ 
ity’s opinion should be considered, namely, the assertion 
that the consumer has not been left to the mercy of Phil¬ 
lips or to other producers similarly situated. 

The majority suggest in their opinion that the effect 
of their decision “does not leave the consuming public 
wholly without protection by” the Federal Power Com¬ 
mission. It is said that the price paid by pipe-line companies 
to producers can be reached by the Commission indirectly 
by denying a certificate of public convenience and necessity 
to a pipe-line company when it appears to the Commission 
that the cost of gas which the pipe-line company proposes 
to purchase from the producer “would result in unreason¬ 
able rates to ultimate consumers.” 

Additionally, the majority say that “in the exercise of 
its power to regulate the wholesale rates charged by 
i interstate pipe-line companies, this Commission has ample 
authority to inquire into the reasonableness of all items 


a7 Exccrpt from the Commission’s order of July 25. 1950: 

The Commission orders: 

The Motion by Phillips seeking to limit the issues in this proceeding be 
and the same is hereby dismissed. 
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of operating expense—including the cost of purchased gas 
—and to disallow, for purposes of rate-making, items of 
cost which are collusive or otherwise improperly excessive/ 7 

[10947] 

The proposal of the majority for holding rates in check 
by denial of a certificate authorization is of no avail once 
authorization for the pipe line has been given and the line 
laid. As the majority well know, renegotiation of gas sup¬ 
ply contracts at higher prices is going on constantly. 

This very case reflects the futility of regulation by in¬ 
direction. The contract for the sale of gas by Phillips to 
Michigan-Wisconsin, as amended on October 16, 1946, pro¬ 
vided for a price of five cents per Mcf (16.4 p. s. i.) for 
gas delivered during the first five years after the time of 
first delivery, and an increase each succeeding five-year 
period of approximately one cent per Mcf. The contract 
further provided that Phillips was to have the right to 
terminate the contract upon “the failure of Buyer to com¬ 
mence, on or before January 1, 1949, the acceptance of 
deliveries of gas hereunder for delivery by Buyer for resale 
in one or more municipalities east of the Missouri River/ 7 
The first municipality east of the Missouri River where 
Michigan-Wisconsin could deliver gas was Maryville, Mis¬ 
souri, a distance of 445 miles from the point of commence¬ 
ment of the pipe line in Hansford County, Texas. 

The Commission authorized the project on November 
30, 1946 and Michigan-Wisconsin began construction of 
the line in December 1947. In August 1948, due to short- 
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age of steel and other circumstances, Michigan-Wisconsin 
had 160 miles of pipe, representing a cost of approximately 
$8,000,000, in the ground, and was faced with a grave dan¬ 
ger that it would not be able to meet the deadline date in 
the contract. 

[10948] 

The evidence shows that Phillips took advantage of the 
provision in the contract respecting the dead-line date 
to force up the price of gas to Michigan-Wisconsin. As early 
as March 1947, in an inter-office memorandum between 
officials of Phillips entitled, “Increasing Price of Gas to 
Michigan-Wisconsin Pipe Line Company/’ three methods 
of forcing such price increase were proposed, including the 
following: 

2. Do nothing until it may become apparent that 
Michigan-Wisconsin cannot meet the gas delivery 
date east of the Missouri River by January 1, 1949/* 

In August 1948, Phillips forced Michigan-Wisconsin to 
agree to a 70 per cent increase in the price of gas in ex¬ 
change for a six months’ extension of the date for beginning 
of acceptance of deliveries and the dedication of a small 
amount of additional acreage. 

Additionally, most of the contracts between Phillips and 
the various pipe-line companies contain escalator clauses 
which call for automatic price increases periodically that 
will mean increased cost to ultimate consumers of many 
millions of dollars. Whether or not these escalator clauses 


‘•Exhibit 18 
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will result in unjust and unreasonable charges by Phillips 
warrants investigation. In this connection, the pending 
rate increase before this Commission of Michigan-Wisconsin 
Pipe Line Company is significant. 58 Of the increase re¬ 
quested of $3,700,00 per annum, Phillips will receive, ac¬ 
cording to the evidence herein, approximately $750,000, 
since the price of gas in the contracts with Michigan- 
Wisconsin 80 is geared, in part, to the rate which Michigan- 
Wisconsin charges its customers. 

[10949] 

As for the second indirect method of regulating such 
sales proposed by the majority, if it had any merit in law 
or substance, there would have been no necessity for the 
Natural Gas Act, since the State regulatory commissions 
which asked Congress for this legislation could have pro¬ 
tected ultimate consumers from unreasonable rates caused 
by excessive charges for natural gas, by disallowing for 
the purpose of rate-making, as the majority suggest, “im¬ 
properly excessive” payments made by the gas distributing 
utilities to the interstate pipe-line companies. This pro¬ 
posal, it may be added, is reminiscent of the arguments ad¬ 
vanced as showing the lack of necessity for Part II of the 
Federal Power Act, conferring jurisdiction over wholesale 
sales of electricity in interstate commerce. But the fallacy 
of the argument was recognized; such indirect regulation, 
even if valid, would simply deny recovery of all costs in- 


••Order dated April 24, 1951, Docket No. G-1678 
••Exhibit 11-T 
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curred by the pipe-line company, but would not relieve it 
of the obligation to pay the producer the price agreed upon, 
thereby draining the resources of the pipe-line company 
to its ultimate ruin. 

This substitute regulatory scheme suggested by the 
majority is so shopworn, ineffective and impractical that 
it is difficult to believe that the majority’s proposals are 
seriously advanced as a means of effective regulation. 

[10950] 

CONCLUSION 

Phillips’ production and sale of natural gas is on a 
mammoth scale, exceeding by far that of any other pro¬ 
ducer/ 1 More than 60 percent of its sales (amounting to 
500 billion cubic feet in 1950) are made to the five inter¬ 
state pipe lines with which we are here concerned,and 
these sales constitute approximately 15 percent of all of 
the natural gas transported in interstate commerce in the 


#1 T. 408, T. 5736. 



Location 

Mcf 

Michigan-Wisconsin Pipe Line Co. 

Sherman Plant 

77.153.738 

Panhandle Eastern Pipe Line Co. 
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) 64.207.253 

) 

Independent Natural Gas Co. 

Gray 

13.723.822 

El Paso Natural Gas Co. 

Dumas 
Goldsmith ” 
Crane 

Eunice 

Fullerton 

) 126.134.113 

) 

) 

) 

) 

Cities Service Gas Co. 

W.Edmund ” 
Hunton 

Trindle 

Total 

) 17,966.098 

) 

) 

299.185.024 
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United States. The evidence establishes that Phillips’ nation¬ 
wide business in natural gas is the result of continued 
active and aggressive efforts on its part to secure markets 
in distant parts of country; that in order to have outlets 
for its gas, Phillips backed and assisted pipe-line com¬ 
panies in securing these markets, acquired stock interest 
in some of the pipe-line companies, and in other instances, 
contracted its gas to pipe-line companies for delivery in 
lieu of itself constructing pipe lines to these distant points. 

Yet it is apparent that the majority’s decision, for the 
time being, forecloses for all practical purposes any possible 

[10951] 

regulation of sales in interstate commerce for resale where 
the seller is not also engaged in the operation of long¬ 
distance lines. The decision must be recognized for what 
it really is—another decision in the nature of Order 139. 
For if Phillips’ sales here in issue be not subject to regu¬ 
lation, what sales by any other producer or gatherer could 
possibly be? 

The majority admit that their “decision has deprived 
the ultimate consumers of gas thus sold by Phillips of the 
benefit of any rate reduction which might have followed 
a finding that jurisdiction exists,”" and express concern 
that “Some question has been raised on this record” that 


03 In my dissent to the separation of the issues, supra, I pointed out that any 
reduction in unreasonable rates to consumers would be postponed for as much as 
three years since the Natural Gas Act makes no provision for reparations. This 
statement is all the more true in view of the majority decision. 


I 


i 
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the “public agencies representing consumer interests”* 4 may 
not be entitled to judicial review of their decision. 

The majority’s solicitude for the welfare of the ultimate 
consumers and the delivery of their interests to the courts 
or to Congress for protection stand in strange contrast to 
the views expressed by the President of the United States 
when he said in his message vetoing the Kerr bill, supra, 
“To withdraw entirely from this field of regulation, how¬ 
ever, impelled only by imaginary fears * * * would not 
be in the public interest.” 

[10952] 

From my review and study of the law and the whole 
record in this proceeding, I am convinced that this Com¬ 
mission has jurisdiction over the respondent, Phillips Pe¬ 
troleum Company because it is engaged within the meaning 
of the Natural Gas Act in (1) the sale of natural gas in 
interstate commerce for resale for ultimate public con¬ 
sumption, and (2) the transportation of natural gas in 
interstate commerce. 

Therefore, I dissent. 


Thomas C. Buchanan, Commissioner 

August 22, 1951 

Date of Issuance: August 22, 1951 

** Representation of consumer interests is likewise the job of the Federal Power 
Commission. 
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Appendix B 

(Transcript of Record, 
pp. 5487-5496, May 21, 
1951) 

UNITED STATES OF AMERICA 

Before the Federal Power Commission 

In the Matter of > 100-2 FORMAL 

Phillips Petroleum Company j Docket No. G-1148 

STIPULATION 

To avoid the calling of witnesses familiar with the 
operations of Panhandle Eastern Pipe Line Company, El 
Paso Natural Gas Company, Independent Natural Gas Co., 
Northern Natural Gas Company and Michigan-Wisconsin 
Pipe Line Company, the following stipulation is entered 
into by and between counsel for Phillips Petroleum Com¬ 
pany and counsel for the staff of the Federal Power Com¬ 
mission. 

I. 

Phillips Petroleum Company (Phillips) sells and de¬ 
livers natural gas to El Paso Natural Gas Company (El 
Paso) in the states of Texas and New Mexico under the 
terms of the contracts contained in Exhibit 10. El Paso 
owns and operates a natural gas pipe line system extending 




10955 


from points of connection with facilities owned and oper¬ 
ated by Phillips as shown on Exhibits 45 D, 45 E-l, 45 F-l, 
45 G-l, and 45 H-l, in the states of Texas and New Mexico 
through the State of Arizona, and by diverging lines to 
connections (1) at Blythe, California, with a natural gas 
pipe line owned and operated by Southern California Gas 
Company and Southern Counties Gas Company of Cali¬ 
fornia extending from such point of connection to Los 
Angeles, California, with a branch line owned by said 
Southern Counties Gas Company and San Diego Gas & 
Electric Company extending to San Diego, California, and 
(2) at Topock, Arizona, with a natural gas pipe line owned 
and operated by Pacific Gas & Electric Company extending 
from this point of connection to the vicinity of San Fran¬ 
cisco, Berkeley, and Oakland, California. 

[10956] 

El Paso obtains approximately forty-five per cent 
(45%) of the total natural gas requirements for its main 
pipe line system from Phillips and, although El Paso makes 
delivery of natural gas along the route of its pipe line 
system in the states of Texas, New Mexico, and Arizona, 
a substantial portion of the natural gas sold and delivered 
by Phillips to El Paso to meet its main pipe line require¬ 
ments is transported by El Paso to the points of connection 
between its lines and the lines of Southern California Gas 
Company, Southern Counties Gas Company of California, 
and Pacific Gas & Electric Company, and sold to such com¬ 
panies for transportation and sale in the State of California, 
including sales in the cities of San Diego, Los Angeles, 
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Glendale, Pasadena, San Francisco, Oakland, and Berkeley, 
where such gas is consumed for domestic, commercial, and 
industrial uses. 

There is a continuous movement of the volumes of 
natural gas delivered by Phillips to El Paso through the 
lines of El Paso and the lines of connecting companies to 
the areas of consumption in Texas, New Mexico, Arizona, 
and California. 

Prior to and at all times since the contract of October 
13, 1945 (Exhibit 10-K), for the sale and delivery of natural 
gas by Phillips to El Paso was entered into between such 
companies, Phillips knew that the gas to be delivered by 
Phillips to El Paso to meet its main pipe line requirements 
(except line losses and that used by El Paso as fuel in its 
compressor station) would be tranported by El Paso and 
connecting companies to areas of ultimate consumption in 
the states of Texas, New Mexico, Arizona, and California. 

Gas sold and delivered by Phillips through its Gold¬ 
smith Plant to El Paso for the Sid Richardson Carbon Com¬ 
pany and gas sold and delivered by Phillips through its 
Hobbs, Lee, and Seminole plants to El Paso is not delivered 
into the main pipe line system of El Paso, but is resold by 
El Paso for use in the manufacture of carbon black within 
the state in which the gas is produced. These volumes of 
gas do not constitute any part of the forty-five per cent 
(45%) of El Paso’s main pipe line gas requirements re¬ 
ferred to above. 
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n. 

Phillips sells and delivers natural gas to Michigan- 
Wisconsin Pipe Line Company (Michigan-Wisconsin) in the 
State of Texas under the terms of the contracts in Exhibit 
11. Michigan-Wisconsin owns and operated a natural gas 
pipe line system extending from the point of connection 
with facilities owned and operated by Phillips as shown on 
Exhibit 45 A, through the states of Oklahoma, Kansas, 
Missouri, Iowa, Illinois, Indiana, Wisconsin, and Michigan. 
Phillips is the sole supplier of the gas requirements of 
Michigan- 

[10957] 

Wisconsin. All of the gas sold and delivered by Michigan- 
Wisconsin for ultimate public consumption is sold in the 
states of Missouri, Iowa, Wisconsin, and Michigan, includ¬ 
ing the cities of Milwaukee, Wisconsin, and Detroit, Michi¬ 
gan. 

There is a continuous movement of the volumes of 
natural gas delivered by Phillips to Michigan-Wisconsin 
through the lines of Michigan-Wisconsin and the lines of 
connecting companies to the areas of ultimate consumption 
in the states specified above, with the exception of a part 
of the gas destined for the Detroit, Michigan, area which 
is placed in underground storage in storage fields located in 
the State of Michigan prior to consumption. 

Prior to and at all times since the contract of De¬ 
cember 11, 1945 (Exhibit 11-A), was entered into between 
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Phillips and Michigan-Wisconsin for the sale and delivery 
of natural gas by Phillips to Michigan-Wisconsin, Phillips 
knew that the gas to be delivered by Phillips to Michigan- 
Wisconsin (except line losses and that consumed as fuel 
by Michigan-Wisconsin in its compressor stations) would 
be transported by Michigan-Wisconsin from the State of 
Texas, through the states of Oklahoma, Kansas, Missouri, 
Iowa, Illinois, Indiana, Wisconsin, and Michigan for ulti¬ 
mate public consumption in some or all of such states. 


m. 

Phillips sells and delivers natural gas to Independent 
Natural Gas Company (Independent) in the State of Texas 
under the terms of the contracts contained in Exhibit 8. 
Independent owns and operates a natural gas pipe line 
extending from the point of connection with facilities owned 
and operated by Phillips as shown by Exhibit 45 C, ap¬ 
proximately twenty (20) miles to a point of connection 
with a pipe line of Northern Natural Gas Company (North¬ 
ern) near Skellytown, Texas. (Until March 10, 1950, In¬ 
dependent was a wholly owned subsidiary of Phillips. 
There has been no affiliation between such companies since 
that date.) 

All the natural gas sold and delivered by Phillips to 
Independent (less line losses and that consumed as fuel 
by Independent in its compressor stations) is transported 
by Independent through said pipe line of Independent to 
said point of connection with the pipe line of Northern 
and there sold by Independent to Northern. 
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Northern owns and operates a natural gas pipe line 
system extending from the point of connection with In¬ 
dependent near Skellytown, Texas, through the states of 
Oklahoma, Kansas, Nebraska, Iowa, and Minnesota. North¬ 
ern and connecting companies transport the gas sold and 
delivered by Independent to Northern (except line 

[ 10958 ] 

losses and gas consumed as fuel by Northern in its com¬ 
pressor stations) to areas in the states of Oklahoma, Kansas, 
Nebraska, Iowa, and Minnesota where the gas is sold for 
ultimate consumption for domestic, commercial, and in¬ 
dustrial uses. 

There is a continuous movement of the volumes of 
natural gas delivered by Phillips to Independent through 
the pipe lines of Independent, Northern, and connecting 
pipe line systems to the areas of ultimate consumption in 
the states specified above. 

Prior to and at all times since the contract of August 
15, 1942 (Exhibit 8-F), Phillips knew that the natural gas 
to be delivered by Phillips to Independent for resale and 
delivery to Northern (except line losses and gas used as 
fuel by Independent in its compressor stations) would be 
transported by Northern (except line losses and gas used 
as fuel by Northern in its compressor stations) from the 
State of Texas, through the states of Oklahoma, Kansas, 
Nebraska, Iowa, and Minnesota for ultimate public con¬ 
sumption in such states, including the cities of Des Moines, 
Iowa, Omaha, Nebraska, and Minneapolis, Minnesota. 
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IV. 

Phillips sells and delivers natural gas to Panhandle 
Eastern Pipe Line Company (Panhandle Eastern) in the 
State of Texas under the terms of contracts contained in 
Exhibit 9. Panhandle Eastern owns and operates a natural 
gas pipe line system extending from the points of con¬ 
nection with facilities owned and operated by Phillips as 
shown on Exhibits 45 A and 45 B, through the states of 
Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio, and 
Michigan. Panhandle Eastern and connecting companies 
transport the natural gas sold and delivered by Phillips 
to Panhandle Eastern (except line losses and gas used as 
fuel by Panhandle Eastern in its compressor stations) to 
areas in the states of Oklahoma, Kansas, Missouri, Illinois, 

i 

Indiana, Ohio, and Michigan, and Ontario, Canada, includ¬ 
ing the cities of Toledo and Cleveland, Ohio, and Detroit, 
Michigan, where the gas is sold for ultimate consumption 

i 

for domestic, commercial, and industrial uses. 

There is a continuous movement of the volumes of ' 

i 

natural gas delivered by Phillips to Panhandle Eastern 
through the lines of Panhandle Eastern and the lines of 
connecting companies to the areas of ultimate consumption, 
with the exception of a part of the gas destined for the 
Michigan area which is placed in underground storage in j 
storage fields located in the State of Michigan prior to 
consumption. ; 

i 

Prior to and at all times since the contract of April 5, 

I 

» 

1943 (Exhibit 9-A), was entered into for the sale and de- 
livery of natural gas by Phillips to Panhandle Eastern, 

i 

Phillips knew that I 
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the gas to be delivered by it to Panhandle Eastern would 
be transported by Panhandle Eastern and connecting com¬ 
panies to areas of ultimate consumption in the states of 
Kansas, Missouri, Illinois, Indiana, Ohio, and Michigan. 

It is understood and agreed that this stipulation shall 
not supplant, alter or modify testimony or documentary 
evidence of record in this proceeding. Likewise it is under¬ 
stood and agreed that this stipulation shall not be con¬ 
strued as indicating agreement or understanding concern¬ 
ing the movement of natural gas through the pipe lines 
and processing plants of Phillips Petroleum Company, that 
question being subject to determination from a considera¬ 
tion of relevant evidence of record. 

Dated this 21 day of May, 1951. 

Lambert McAllister 

Counsel for the Staff of 
the Federal Power Commission 

Warren M. Sparks 

Counsel for 

Phillips Petroleum Company 

Roy G. Tulane 

Counsel for State of Wisconsin 

and the Public Service Commission 

of Wisconsin 


Approved May 21, 1951 

Edward B. Marsh 
Presiding Examiner 
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Appendix C 

Comparison of Section 1 (b) in H. R. 11662 and H. R. 6586 


H. R. 11662 Died with Ses¬ 
sion June 20, 1936 (Lea 
Bill 74th Cong., 2d sess., 
introduced March 6, 1936) 

Section 1(b) The provi¬ 
sions of this Act shall apply 
to the transportation of 
natural gas in high-pressure 
mains in interstate com¬ 
merce and to natural-gas 
companies engaged in such 
transportation, but shall not 
apply to the distribution of 
natural gas moving locally 
in low-pressure mains or to 
the facilities used for such 
distribution or to the pro¬ 
duction of natural gas; Pro¬ 
vided, That nothing in this 
Act shall be construed to 
authorize the Commission to 
fix rates or charges for the 
sale of natural gas distrib¬ 
uted locally in low-pressure 
mains or for the sale of natu¬ 
ral gas for industrial use 
only. 


H. R. 6586 Enacted June 21, 
1938 (Lea Bill 75th Cong., 
1st sess. introduced April 
22, 1937) 

Section 1(b) The provi¬ 
sions of this Act shall apply 
to the transportation of 
natural gas in interstate 
commerce, to the sale in 
interstate commerce of natu¬ 
ral gas for resale for ulti¬ 
mate public consumption for 
domestic, commercial, indus¬ 
trial, or any other use, and 
to natural-gas companies en¬ 
gaged in such transportation 
or sale, but shall not apply 
to any other transportation 
or sale of natural gas or to 
the local distribution of 
natural gas or to the facili¬ 
ties used for such distribu¬ 
tion or to the production or 
gathering of natural gas. 
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UNITED STATES OF AMERICA 
FEDERAL POWER COMMISSION 

Before Commissioners: 

Mon C. Wallgren, Chairman; Thomas C. Buchanan, 
Claude L. Draper, Nelson Lee Smith and Harrington 
Wimberly. 

September 27, 1951 

In the Matter of 

Phillips Petroleum Company 

ORDER DENYING APPLICATIONS FOR REHEARING 


On the dates hereinafter specified, the following com¬ 
plainants and interveners in this proceeding filed applica¬ 
tions for rehearing of the Commission’s opinion and order 
issued on August 22, 1951: 


Date 


Applicant 


September 10,1951 
September 12,1951 
September 17,1951 


September 19,1951 
September 19,1951 


City of Kansas City, Missouri 
City of Milwaukee, Wisconsin 
State of Wisconsin and Public 
Service Commission of 
Wisconsin 

City of Detroit, Michigan 
County of Wayne, Michigan 


The Commission, having considered said applications, finds: 

(1) No facts and no principles of law have been pre¬ 
sented in said applications or any of them which 
either were not fully considered by the Commis¬ 
sion before it entered such opinion and order, or, 
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having now been considered, justify a reversal or 
modification of the Commission’s opinion and order. 

(2) Good cause exists for denying said applications. 
The Commission orders: 

The said applications for rehearing and each of them 
be and the same are hereby denied. 

By the Commission. Commissioner Buchanan dissenting. 

LEON M. FUQUAY 
Leon M. Fuquay, 

/SEAL/ Secretary. 

Date of Issuance: September 28, 1951 
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